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The Administration of the Motor Carrier Act 


The Senate Small Business Committee instituted an investigation 
into the administration of the Motor Carrier Act by the Interstate 
Commerce Commission. As a basis for proceeding it asked the Commis- 
ion to submit answers to fifty-one (51) questions. 

The Commission’s statement was submitted to the Committee by 
Commissioners Richard H. Mitchell and Anthony F. Arpaia when they 

peared before it on November 28, 1955. 

Believing this statement to be of interest, we are printing it for 

distribution. 


|, What are the major provisions of the Motor Carrier Act of 1935? 


The original Motor Carrier Act, 1935, also known as part II of the 
Interstate Commerce Act, became law on August 9, 1935. It has many 
times been amended and appears as Title 49 U. S. Code, sections 301-328 
acept certain parts which have been incorporated into part I of the 
ut, 49 U. S. Code §1-26. 

The following may be said to be the major provisions of the Motor 
Carrier Act, 1935, as amended : 

(a) The National Transportation Policy, 49 U. 8. Code, preced- 


§1. 
7 (b) Classes of Carriers and Brokers—The classes of Motor Carriers 
which are subject to the Interstate Commerce Act are defined in section 
M3(a) (14), (15) and (17). Brokers are defined in section 203 (a) 
(18). They may be briefly described as follows: 


1. Common carriers which transport passengers or property in interstate or 
foreign commerce for the general public, for compensation. 


2. Contract carriers which transport passengers or property in interstate or 
foreign commerce, for compensation, but, unlike the common carrier, limit their 
wrvice to certain customers, under special and individual contracts or agreements. 

3. Private carriers of property which do not transport for hire, but transport 
wily property of which the carrier is the owner, lessee, or bailee, generally in the 
furtherance of a commercial enterprise. There is no corresponding private carrier 
of passengers subject to the act. 


4. Brokers of interstate and foreign transportation are persons who are not 


ariers, but who as intermediaries arrange, provide or procure transportation 
whject to the act. 


(ec) Exemptions—Sections 202 (c) and 203 (b) lists 12 or more 
dasses of common and contract carriers or motor carriers for hire 
erations which are specifically exempted from all requirements of the 
ut except those relating to safety of operation, standards of equipment, 
id qualifications and maximum hours of service of employees whose 
wtivities affect safety of operations. Many of the operations within 
these exemptions are of great importance in the transportation industry, 
for example, section 203(b) (6) exempts, to the extent indicated, motor 
vehicles used in carrying ordinary livestock, fish (including shell fish) 
aud agricultural commodities (not including manufactured products 
thereof), if such motor vehicles are not at the same time used in trans- 
_ Editor's Note: The documents mentioned in the Commission’s statements as 
tring filed with the Committee are not attached hereto. 
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porting for compensation property not within the exemption, oy 
passengers. Section 202 (c) exempts, as indicated, collection, deliys 
and transfer service within terminal areas, performed for motor cartien 
or by or for railroads, water carriers and freight forwarders subject to 
the act. Section 203(b) (8) exempts, to the extent indicated, local motor 
vehicle transportation in interstate or foreign commerce, for compengy. 
tion within cities and towns, between contiguous cities and towns, anj 
within their commercial zones. 

(d) Private carriers of property—Private carriers of property by 
motor vehicle, as in the case of the exempt operation mentioned ahoye 
are subject only to those provisions of the act which relate to safety 
of operations, standards of equipment, and qualifications and maximyn 
hours of service of employees whose activities affect safety of operations 

(e) Licensing—Sections 206, 207 and 208 provide for the issuance 
of certificates authorizing motor common carrier operations in interstate 
and foreign commerce upon a finding of public convenience and necessity 
and that the applicant is fit, willing, and able to conduct the proposed 
operation and comply with the requirements prescribed under the act, 
Operations as a common carrier without a certificate (other than the 
‘‘exempt’’ operations mentioned above) are prohibited except that by 
the second proviso of section 206(a) a motor common carrier en 
in intrastate operation within a single state under a certificate of public 
convenience and necessity issued by that state may participate in inter. 
state and foreign operations without obtaining a certificate from this 
Commission. 

Section 209 provides for the issuance of permits authorizing opers- 
tions in interstate and foreign commerce as a contract carrier, upon a 
finding that the applicant is fit, willing, and able properly to perform 
the services of a contract carrier and comply with the requirements 
prescribed by and under authority of the act, and that proposed 
operations will be consistent with the public interest and the national 
transportation policy. Motor contract carrier operation in interstate 
and foreign commerce without a permit is prohibited, except that mo 
authorization is required for contract carrier operations within the 
exemptions in sections 202(c) and 203(b), mentioned above. 

Section 211 provides for the licensing of brokers of interstate and 
foreign transportation upon a finding that the applicant is fit, willing, 
and able to conduct the operations of a broker and that the operations 
will be consistent with the public interest and the national transporte 
tion policy. 

Section 212(a) provides for the suspension of revocation of certif- 
cates, permits, and licenses after hearing, for wilful violation of the 
act or a requirement established thereunder, but no such authorization 
may be revoked (except upon request of the holder) unless the holder 
has failed to comply with an order issued after opportunity for hearing 
commanding obedience to the requirement. ; 

(f) Issuance of securities—Section 214 provides for the regulation 
of the issuance of securities by common and contract motor carries 
(not including those within the mentioned exemptions), where the value 
of the securities of such carrier exceed $1,000,000. 
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(g) Security for the protection of the public—Section 215 re- 
sires all common and contract motor carriers (other than those within 
the exemptions in section 202(c), 203(a)(14) and 203(b)) to provide 


rien, surance or other security covering the carrier’s liability for personal 

ect to iajuries, death and property damage caused by the negligent operation 

= if its vehicles upon the highways. Such common carriers also are 


nquired to provide cargo insurance or other security for the protection 
and shippers and consignee suffering loss of or damage to property being 
transported. 


ty by (h) Rates, fares and practices—Section 216 requires motor 
above «mmon carriers (other than those exempt by section 202(c), 203(a) 
safety and 203(b)) to provide safe and adequate service, equipment and 


cilities, and to establish and observe just and reasonable rates, fares, 
éarges and practices. Such carriers also are prohibited from making, 
giving or causing any unjust discrimination or any undue preference or 
prejudice between persons, places, districts, territories, or descriptions 
if trafic. Motor carriers of passengers are required to establish reason- 
ible through routes and joint rates with other such carriers. Motor 
arriers of property are permitted to establish through routes and 
joint rates with other such carriers, but they may not be required to 
io so. Motor carriers of passengers and motor carriers of property 
may establish through routes and joint rates with regulated common 
arriers, other than motor carriers, including railroads, but they may not 
required to do so. 
Section 216 confers upon the Commission authority, after hearing, 
p determine, upon complaint or in a proceeding instituted upon its 
om initiative, whether any rate, rule, regulation, or practice of such 
wmmon carriers is in violation of any of the above requirements, and 
prescribe the maximum, minimum, or the specific rate charge, rule, 
rgulation or practice thereafter to be made effective. The Commission 
sauthorized to suspend for a period not exceeding seven months, any 
proposed change in any rate, charge, rule, regulation or practice, 
pending the determination of its lawfulness. 
Section 216(h) and (i) prescribe a rule of rate making for such 
notor common carriers, including a provision that the carriers certifi- 
tate shall not be regarded as having value for purposes of rate making. 
(j) Tariffs of common carriers—Section 217 requires motor com- 
non carriers, other than those within the exemptions in section 202(c), 
PB (a) (14) and 203(b), to publish, keep open for public inspection and 
fle with the Commission tariffs showing all their rates, fares and 
tharges, and all rules, regulations or practices affecting the value thereof. 
Changes in such tariffs may be made only upon the publication and 
fling of such changes 30 days in advance of their effective date, unless 
stablishment on a shorter notice is specifically authorized by the 
Commission. 
(k) Contract carrier rates and schedules—Section 218 requires 
uotor contract carriers, other than those within the exemptions in sec- 
tion 202(c), 203(a) (14) and 203(b), to publish, file with the Commis- 
sion, and observe just and reasonable minimum rates covering services 
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rendered by them. The minimum rates stated in the schedules must 
be those actually maintained and charged and not a fictitious minim 
Changes in such schedules may be made only by new schedules filed 
and posted 30 days in advance of their effective date, except Where 
establishment on shorter notice is authorized by the Commission, Ty 
Commission after hearing, instituted by complaint or upon th 
Commission’s own initiative, may determine whether any rate or charge 
is below a reasonable minimum level and prescribe the minimum rates, 


charges or practices thereafter to be established and observed, Ty 


Commission may suspend for not more than 7 months any proposed 
reduction in any minimum rates, charges, regulations or practic 
pending a determination of their lawfulness. 

(1) Receipts, bills of lading, liability—Section 219 states th 
liability of motor common carriers for loss of or damage to property 
accepted by such carriers for transportation, including a provision thy 
where a shipment is handled in joint line service by two or more carriers 
the shipper or consignee may recover from either the originating ling 
or the delivering line for any loss of or damage to the shipment, regard. 
less as to whether the loss or damage was caused by that line or any 
connecting line participating in the through movement. Motor comma) 
carriers are required to issue bills of lading for shipment received, 

(m) Accounts, reports and records—Section 220 authorizes th 
Commission to require the filing of annual and other reports by moto 
earriers and to prescribe systems of accounts to be used by such carriers 
Pursuant to such authority, the Commission has required rather com 
prehensive reports and accounts of class I motor carriers, which ar 
those having gross annual operating revenues of $200,000 or more. 4 
the close of the year 1954 there were 2,624 class I motor carriers of 
property. We have prescribed no system of accounts for class I] 
carriers (those having gross annual operating revenues of $50,000 ani 
over, but under $200,000) or for class III carriers (those having g 
annual operating revenue of less than $50,000). There are at present 
5,580 class II carriers, and 9,980 class III carriers. Class II and Ill 
carriers are required to file brief annual reports containing a minimum 
of data. 

Under authority of this section we have required common and con 
tract carriers to file reports of the more serious accidents and certai 
reports relating to excess hours of service of drivers. All motor carrien 
including private carriers, with some exceptions, are required to kea 
certain records relating to safety matters. 

(n) Penalties, enforcement—Section 222 provides various penalties 
forfeitures for violations of the provisions of the act and the requirements 
established thereunder. It also provides for civil actions by the Con- 
mission to compel observance of the act and requirements established 
thereunder. 

Section 223 provides limitations upon the extension of credit fo 
freight charges by motor common carriers subject to the rate observane 
provisions of the act. 

Section 5(1) of the Interstate Commerce Act, applicable both t 
railroads and to motor common carriers, prohibits the pooling or divisiom 
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of traffic, revenue, services or gross or net earnings between such 
rriers without the approval of the Commission. | 
Section 5(2)-(12) inclusive applicable to railroads and to motor 
»mmon and contract carriers, prohibits the merger, consolidation, or 
«mmon control of two or more such carriers without a determination 
py the Commission that such action will be consistent with the public 
interest. Unifications of motor carriers, where 20 or less vehicles are 
volved, do not require approval unless a transfer of a certificate or 
mmit from one holder to another is necessary, in which case, the 
transfer is subject to the regulations prescribed under section 212 (b) 
y any other transfer not involving the unification of two or more 
wrriers. Such transfers are usually handled without hearings, upon 
, showing of fitness by the transferee. 

(0) Safety, hours of service, and standards of equipment—Section 
nat o4(a) (1), (2) and (3) authorizes the Commission to prescribe for 
% ommon, contract and private motor carriers operating in interstate 
or foreign commerce, requirements with respect to safety of operations, 
‘Bwalifications and maximum hours of service of employers whose 
utivities affect safety of operations, and standards of equipment. 
The Explosives Act, 18 U. S. C. 831-835 requires the Commission 
o prescribe regulations for the packing, marking and safe handling 
“Ef explosives and other dangerous commodities in interstate and foreign 
emmerce by common carriers, including motor common carriers. Regu- 
tion with respect to the transportation of such commodities by contract 
arriers by motor vehicle and private carriers by motor vehicle and 
ita prescribed under section 204(a) of the Interstate Commerce Act. 


1. What, in the Commission’s view, are the most important ele- 
ments of the Act’s legislative history? 


It is assumed that this question refers not only to the legislative 
and lM tistory of the original Motor Carrier Act, 1935, but also to refinements 
nIMUM of the statute as experience was gained. The coverage of these subjects 
bere is necessarily brief. 
and con To 1935.—The intercity motor carrier industry grew rapidly from 
Certain its small beginnings in the period of World War I. Highways and 
ners vehicles were improved, the industry rendered a faster and more con- 
to keep venient and complete service than the railroads offered, railroad rate 
_ Mstuctures invited competition, and, especially after 1929, widespread 
venalties memployment led many men into small-scale trucking operations with 
rementsg§ limited capital or to seek jobs under harsh working conditions. The in- 
he Com dustry was becoming increasingly chaotic. Railroads and water carriers 
ablished felt the effects of its competition very severely. Extensive cuts in rail- 
; nad rates ensued. The railroads sought regulation of this competition 
edit fori relaxation of the regulation to which they were subject. State efforts 
servancem t0 regulate motor carriers were handicapped by lack of power to control 
‘try into interstate service (Buck v. Kuykendall, 266 U. S. 307, 1925, 
both toad Bush v. Maloy, 267 U. S. 317, 1925). The Commission’s jurisdiction 
division wer motor transportation was limited to terminal services rendered in 
‘onjunction with rail service and to regulation with respect to safety 
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of the transportation of explosives by common carriers. Bills were i, °° ™ 
troduced in Congress to provide regulation, but none were passed, from all 

The Commission made two Nationwide investigations for the py, delivery 
pose of fact-finding and possible legislative recommendations, Motor merce @ 
Bus and Motor Truck Operation, 140 I. C. C. 685 (1928), and Coording 802 © 
tion of Motor Transportation, 182 I. C. C. 263 (1982). The recommen, of the ( 
dations which resulted from each investigation need not be detailed he "2. 
beyond the statement that need was found for comprehensive regulatio,  %U!™ 
of motor transportation of persons and for a limited amount of regu, °2*® 
tion of motor transportation of property. operatin 

The office of Federal Coordinator of Transportation, set up in 1933 %!™ 
and headed by the late Commissioner Joseph B. Eastman, issued a legis 
lative report on this subject and others. This report, Regulation of 
Transportation Agencies, Senate Document No. 152, 73d Congress, 9 
Session, was transmitted by the Commission on March 10, 1934. Thy 
Commission referred to the motor and certain other legislation as “in. 
peratively necessary under present conditions.’’ 

The Coordinator’s bill was based largely on the Rayburn bill (H. 8. 
6836, 73d Congress, 2d Session) but the two bills differed in several jn. 
portant respects. Amendments to the Rayburn bill submitted by th 
Commission, State commissions, and others who participated in the hear. 


(Commis: 
venience 
said : 


ings on that bill were considered in drawing the Coordinator’s bill, to si 
(Regulation of Transportation Agencies, p. 45). The Rayburn bill “wa bot! 
drawn by the committee on legislation of the National Association off The 
Railroad and Utilities Commissioners, and derives in turn from a bill and 
largely worked out by that association in cooperation with a committe a se 
of the Association of Railroad Executives, representing also the electro —_plic 
lines, and a committee appointed by the American Highway Freight mus 
Association, a trucking organization which has since been merged into few 
American Highway Trucking Associations, Inc. The latter organization and 
appeared in opposition to the Rayburn bill, principally on the ground stri 
that the N. R. A. trucking code, which became effective on February 26, 
1934, will serve immediate purposes and furnish information and «:- 
perience from which the need and form of permanent Federal legislation In| 
can best be determined.’’ (Same, p. 25). page 49 
The Coordinator’s survey of conditions, which included solicitation 
of the views of carriers, shippers, and others, showed, despite the expres- 
sion of views to the contrary, the need for Federal regulation in the by 
interest of the motor carrier industry, of other forms of transportationg§ 2 
and of shippers and the public generally. (Same, pp. 13-27). The pub Pr° 
lic interest in regulation is discussed at pp. 22-23. ligh 
Changes in the Coordinator’s bill, some of which were worked ou po, 
in cooperation with the Coordinator and with the advice of the Commis§ij, oony 
sion, are stated with full documentation in Warren H. Wagner, A Legi-B tyra. d 
lative History of the Motor Carrier Act, 1935. The important changes ijow,. 
included, among others, a more complete declaration of policy and 
broadening of the exemption provisions. 
There have been many amendments to the motor carrier act, 19. nie 
Some of these have been clarifying, some have related to procedure and flu 
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ame made substantive changes. The addition of section 202 (ce) relieved 
from all except the safety requirements, carriers performing collection, 
jelivery and transfer services ; changes in the definition of foreign com- 
merce and in sections 206 and 209 made subject to the act transpor- 
tation within the United States of traffic moving to and from territories 
of the United States; the exemption from the securities provisions of 
getion 214 was expanded to include carriers having total outstanding 
eurities not exceeding $1,000,000 instead of the former $500,000; a 
recent amendment to section 215 requires Canadian and Mexican carriers 
operating through the United States to provide insurance for the pro- 
tection of the public. 
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3, How does the Commission interpret ‘“‘public convenience and 
necessity” as used in the act? 


In Pan American Bus Lines Operation, 1 M. C. C. 190, 202-203, the 
(Commission for the first time discussed the meaning of ‘‘public con- 
venience and necessity’’ as used in Section 207(a). There Division 5 
said : 

Section 207(a) of the Motor Carrier Act is similar in general 
to section 1(18) of the Interstate Commerce Act, above quoted, and 
both employ the expression ‘‘public convenience and necessity.’’ 

tion of The words ‘‘convenience’’ and ‘‘necessity’’ are used conjunctively, 
n a bill and we have found that they are not synonymous but must be given 
mittee a separate and distinct meaning. Atlanta & St. A. B. Ry. Co. Ap- 
electric plication, 71 I. C. C. 784. Yet it is clear that the word ‘‘necessity’’ 
Freight must be somewhat liberally construed, for there are comparatively 
red int] few things in life which can be regarded as an absolute ‘‘necessity’’ 
nization and it was surely not the intent of Congress to use the word in so 
ground strict and narrow a sense. 
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In San Antonio & A. P. Ry. Co. Construction, 111 I. C. C. 483, at 
493, we said: 
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It is undesirable if not impossible to lay down any general rule 
by which it can be determined whether or not certificates of public 
convenience and necessity should be issued for the construction of 
proposed new lines of railroad. Every case must be decided in the 
light of its own special circumstances. 
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Perhaps the best interpretation of the purpose underlying the ‘‘ pub- 
lie convenience and necessity’’ provisions was by the Supreme Court in 
aa & N. O. R. Co. v. Northside Belt Ry. Co., 276 U. S. 475, 479, as 
ollows : 


The purpose of paragraphs 18 to 22 is to prevent interstate car- 
riers from weakening themselves by constructing or operating super- 
fluous lines, and to protect them from being weakened by another 
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carrier’s operating in interstate commerce a competing line not ry. 


quired in the public interest. 

The question, in substance, is whether the new operation or seryig.  ommon 
will serve a useful purpose, responsive to a public demand or negq. Milk Ser 
whether this purpose can be and will be served as well by existing ling 
or carriers; and whether it can be served by applicant with the ney - 
operation or service proposed without endangering or impairing th sate 
operations of existing carriers contrary to the public interest. ~ 

While the meaning of the phrase ‘‘public convenience and necy om 
sity’’ is a question of law, but whether in a particular situation an oper. oe 
tion is required by public convenience and necessity, is a question of its f 
fact involving the weighing and making of conflicting economic, operg. se 
tional and other data by persons who are informed in this field. There satis 
ean be no mechanical formula by which the many various facts that are gas 
presented may be resolved into a decision. Each case requires the ap | 
plication of informed judgment on an individual basis. 

5, Wh 

4. What weight does the Commission assign to competition as ; pm 

component of the “public interest’? 

The phrase ‘‘consistent with the public interest’’ is prescribed in © od 
section 209(b) as a part of the standards governing the issuance of 0 a char 
permits to motor contract carriers. It is assumed that ‘‘public interest” 9 offor ¢ 
as used in the question relates to this use. 

In determining whether a grant of authority to a contract carrier 
will be ‘‘consistent with the public interest,’’ the weight given to com. 6 Wh 
petition is somewhat different from the common carrier cases mentioned i 
in the answer to Question 3. The Commission has interpreted the quoted of , 


phrase as meaning not contradictory or hostile to the public interest. 
Scott Bros., 2 M. C. C. 155. 

Contract carriers are not required by the act to serve the public Mare the f 
generally, and they serve only selected shippers with whom they may 
wish to contract. Their service is a specialized one rendered under in- Mm outst: 
dividual contracts and agreements. They must publish and observe Minc-haul 
reasonable minimum rates, but there is no maximum ‘‘reasonableness” Hyere 20 
ceiling on their rates. Where the special services of a contract carrier §(revenue 
are needed by a shipper, the application has been granted despite the Humber | 
existence of common carriers with authority to transport the commodi- Mor 96 pe 
ties, but who do not render the special services. Motor Convoy, ior 80 p 
2M. ©. C. 197, 202. However, something substantial in the way of irre abo 
special services not accorded by existing common carriers must be shown. fii for-hi 
Kilmer, 53 M. C. C. 561. Where a new contract carrier is seeking Brgulatio 
authority to transport where there are existing contract carriers, the 
application has been denied in the absence of any showing of inadequacy 
in the service of the existing carriers, or any special qualification on the 
part of ~ new applicant which was needed by shippers. Dresher & Co, @, 
12 M. C. C. 63. 
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It may be mentioned that the existence of contract carrier service 
has not been considered as a sufficient reason to warrant denial of a 
common carrier application. Rayfield, 21 M. C. C. 214. In Quality 
Wilk Service, Inc., 64 M. C. C. 5, it said: 


On reconsideration, we do not deem it advisable to deny motor 
common carrier service to points in the remaining counties in Wis- 
consin which applicant cannot presently serve for the reason that 
the contract-carrier service now being rendered to the shipper’s 
competitor may not be available to the supporting shipper. A con- 
tract carrier is not compelled to serve all shippers desiring to use 
its facility, and a shipper is entitled to dependable motor-carrier 
service which is not subject to the contingency of negotiating a 
satisfactory agreement for contract carriage or the burden of 
assuming the obligations of such a relationship. 


What is the Commission’s view of the “national transportation 
policy” hae the Commission is under statutory obligation to 
promote 


The Commission accepts the national transportation policy as a 
guree of guidance in its work, has made no recommendations looking 
0a change in wording of the policy, and finds no occasion at this time 
0 offer such recommendations. 


6. What are the economic characteristics of the trucking industry? 
In what respects are they similar to, and different from those 
of the railroad industry? 


Among important economic characteristics of the trucking industry 
we the following: 

Number and size of firms. The large number of motor carriers is 
m outstanding feature of the industry. In contrast to the 129 class I 
ine-haul railways in 1954 (revenues of over $1,000,000 annually), there 
ere 20 times that number, or 2,600 class I motor carriers of property 
‘revenues of over $200,000 annually), or far more than double the total 
mmber of railways of all classes. Class I railroads accounted in 1954 
for 96 percent of the industry revenues; class I motor carriers accounted 
or 80 percent of the revenues of class I, II, and III carriers. There 
ere about 18,000 of the latter carriers. In addition, there are thousands 
if for-hire interstate motor carriers which are exempt from economic 
rgulation by the Commission. The largest railroad had over 9 percent 
if the more than $11 billion revenue of railroads in 1953, while the 
largest motor carrier had less than 1 percent of the class I-III revenue 
it about $5 billion in the same year. As indicated in answer to question 
~, motor carriers are largely small operators, though some carriers have 
lore revenue than do many of the smaller class I railroads. 
Specialization. While many motor carriers, particularly among 
se subject to the Commission’s general jurisdiction, are common 
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carriers of general commodities, a large number, such as the househol 
goods and petroleum carriers, have found it profitable to specialize, jj, 
specialization is in marked contrast to the more general nature of Most 
railway business. 

(a) The traffic of motor carriers is largely leg 
than truckload, with large numbers of minimum-charge shipments, x 
opposed to the fraction of a percent of the rail total tons, which ax 
less-than-carload; (b) revenues per ton-mile average about four ting 
as much for class I motor carriers as for class I railways, which fa 
indicates a much higher rated type of traffic than is carried on th 
average by railroads; (c) traffic is more specialized, (as indicate 
above) ; and (d) motor-carrier interchange of shipments, while practices 
and of importance, is not as common as with rail and generally inyolys 
fewer interchanges.’ 

Flexibility and diversity. A marked degree of flexibility in open. 
tions is a feature of motor carrier transportation. Service can be ai. 
justed to individual shippers’ needs, delivery can be made to consigne's 
door or job site, ete. On the other hand, railroad facilities are fixed jp 
nature, and service ordinarily cannot so easily be fitted in with the need 
of particular shippers. 

Operating ratio. As may be seen from the data supplied in respons 
to question 23, the operating ratios of motor carriers are characteris 
tically over 90 percent, and of all class I common carriers of gener 
freight in 1952, 95.5 percent. Such a ratio meant that only about 45 
cents of each dollar of operating revenue was available for profit, incom 
taxes, and fixed charges. With the heavy incidence of fixed charges 
such high operating ratios would be disastrous for railroads. _ 

Selected factors. Certain economic characteristics of motor carrie 
and their differences from railroads, are indicated in the accompanying 
tables. Differences in accounting make these comparisons approximate 
only. These tables cover class I line-haul railways, and the class I mote 
carriers (common or contract) reporting to the Commission. Attention 
may be directed particularly to: 

(a) Maintenance of way and structures is not found in motor 
carrier accounts. Motor carriers, however, pay motor vehicle licens 
fuel and, in some instances, mileage taxes for the use of the highway 
Omission of this item (16.6 percent of rail expenses) means necessaril} 
a considerable difference in distribution of motor and rail expenses. 

(b) Maintenance of equipment is a larger percentage of expens 
for rail than for motor carriers. The generally shorter life of motor 
vehicles is a factor here. 

(ec) Traffic expense is very similar in percentage for both i 
dustries. 

(d) Transportation expense is a somewhat higher proportion 
expense for motor carriers than for rails. 


1In a survey of 1948 data, 60 motor carriers (each with over $1,000,000 : 
revenue) had interchanged traffic of 2,618,533 tons against 6,636,768 tons of lo 
traffic, while the respective class I rail — were 2,216,867,000 and 631,031 
tons. (Selected Special Freight Statistics, Statement No. 524, table 17) 
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(e) Miscellaneous operations, an item covered elsewhere in motor- 
carrier accounting, is a minor element in total railroad expense, although 
large in absolute amount. ; 

(f) General expenses are twice the percentage of total expense 
with motor carriers than they are with railways. 

(g) Taxes, because of the fact that so many motor carriers are 
sole proprietorships or partnerships, are not comparable. The income 
taxes of such owners involve personal factors apart from the motor- 
carrier operations, and, as they are not reported to the Commission, the 
tax factor is thus understated for motor carriers. There also are differ- 
ences between Social Security and Railroad Retirement tax rates, and 
jn other factors. 

(h) Terminal, insurance and safety, and depreciation and amorti- 
zation, which in total account for over a fifth of the motor-carrier ex- 
penses, are included in other groups of railway expenses. Terminal 
expenses represent a considerable part of the total expense of railroads.” 
Also, most railways operate as self-insurers. For motor carriers, there 
must be insurance or surety bonds on file or the carrier must have quali- 
fied under the Commission’s requirements as a self-insurer. Thus far, 
the number who have so qualified is quite small. Depreciation and 
amortization are influenced by the relatively short life of many motor- 
carrier facilities and the relatively longer lives of some rail properties.* 

(i) Because of differing types of operation, the ratios of operating 
revenues to investment likewise differ. Thus, the operating revenue 
per dollar of gross investment in 1953 was almost eight times greater 
for class I intercity motor carriers than for class I line-haul railroads, 
and almost twelve times per dollar of net investment.* These contrasts 
point up the economic differences in capital turnover and in type and 
quantity of investment between the two industries. 

(j) Average annual compensation per employee does not differ 
greatly. Differences in the distribution of skilled, semi-skilled, and un- 
skilled occupations in the two industries must be considered in this 
connection. The percentage of total revenues represented by employee 
compensation was higher in 1953 for the railways by an economically 
significant amount.5 


2Bureau of Accounts, Cost Finding and Valuation, Cost Finding Section, 
€ —- — Scales by Territories as of January 1, 1954, Statement No. 2-54, 
tables 2 and 3. 

3Similar data will be found for the years 1941, 1948, and 1949, in Selected 
Special Freight Statistics, Statement No. 524 of the Commission’s Bureau of Trans- 
port Economics and Statistics, table 49A. : 

4See second table. For similar data for earlier years, see Selected Special 
Freight Statistics, table 50. 
‘ . -— data for earlier years are given in Selected Special Freight Statistics, 
ta 
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Comparative income statement, class | line-haul railways and 
class | intercity motor carriers of property, 1953 


way 
Class | railways 
riers of Property 
Item Amount Percent Amount _ Percen 
Number of carriers 127 
Operating revenue $10,664,168,861 — $3,493326678 _ 
Expenses: Operatin: 
Maintenance of way and structures.. 1,583,777,188 16.6 — _ /nvestme 
Maintenance of equipment ................ 1,982,299,607 20.7 381,673,191 
Traffic 230,995,882 24 93,421,264 27 investme 
Transportation 3,871,833,610 40.5 —1,739,017,909 599 Revenue 
Miscellaneous operations. .................... 121,173,898 1.3 — 
General 345,148,531 3.6 7) tverage 
Taxes 1,185,001,052 12.4 228,302,866 67 Total 
Transportation for investment............ — Average 
Terminal 7 — 415,215,747 Percent 
Insurance and safety 7 181,157,440 53 Compen 
Depreciation and amortization............ 7 133,042,435 39 Percent 
Operating remts—met 234,539,645 2.5 g_total 
Total expenses 9,554,769,413 100.0  3,419,180,043 1000 9 This 
Net operating income .................... 1,109,399,448 74,146,635 10 Dos 
Other income 309,348,600 — 8.578541 
Total income 1,418,748, 108 82,725,176 Sourc 
Deductions from income: ind 62, 6 
Miscellaneous deductions .................... 62,602,469 6,449,677 - 
Rent for leased roads and equipment 75,528,868 _ 561,545 - 
Interest charges 325,820,376 15,182,420 — To 
Amortization of discount on typ 
funded debt 3,439,256 138078 
Contingent charges (interest) ............ 27,110,743 — - - Ac 
Income applied to sinking and other water, | 
reserve funds 21,019,247 — gtanspo 
Total deductions from income........ 515,520,959 22,531,720 — a 
Net income (after income taxes)...... 903,227,149 860,193,456 oe 
regardl 
6 All taxes, including Federal income and excess profit taxes. by wate 
7 Included in other groups of railway expenses. varder 
8Net income is overstated to the extent that income taxes are reported by Bi tumme 
corporations only. Income taxes of sole proprietorships and partnerships involve tional 1 
factors that do not arise from motor-carrier operations, and, therefore, are not J 'WMdt . 
reported to the Commission. “publi 
Sources: Statistics of Railways in the United States, table 113; and Statistics of BY. §, 


Class I Motor Carriers, table 1. 
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revenues per dollar of investment in carrier-operating 
property, and employee compensation, class | line-haul rail- 
ways and class | intercity motor carriers of property, 1953 


Class | motor 
Class | carriers 
railways _of property _ 
ber Of 126 2027 
relationships 
Operating TEVEMUCS $10,664,168,861  $3,493,326,678 


Investment in carrier operating property (gross) 29,213,226,705 1,190,650,346 
Revenue per dollar of gross investment.................. 0.37 2.93 
Depreciation and amortization reserve.................... 6,693,782,999 568,047,511 
Investment in carrier operating property (net)... 22,519,443,706 622,602,835 
Revenue per dollar of net investment.................... 0.47 5.61 


Employee relationships 


Average number of employees......................0css00 91,205,966 10306,678 
Total compensation of $5,324,951,119  $1,417,770,439 
Average compensation per employee........................ 4,416 4,623 
Percent total compensation of total revenues...... 49.9 40.6 
Compensation charged to operations.......... Rinse $5,016,555,043 N.A. 
Percent compensation charged to operations of 


This figure is the average of 12 midmonth counts. , 
10Does not cover drivers of equipment engaged by these carriers to perform 
‘wurchased transportation” service for motor carriers. 

N.A—not available. 

Sources: Rail, Statistics of Railways in the United States, 1953, tables 156, 
ind 62, 63, 80, and 100; motor, Statistics of Class I Motor Carriers, 1953, table 1. 


1. To what extent does the Commission regard trucking as a 
typical public utility? Why? 


According to common usage, a ‘‘typical’’ public utility would be a 
water, power, or gas company. Since time immemorial carriers who 
transported for the general public were called ‘‘common”’ carriers and 
fiven a special status in the law. This special status involved extra- 
wdinary rights and extraordinary duties. This special status obtained 
regardless of the means by which the carriage was performed, whether 
by water, wagon, railroad, motor vehicle, express company, freight for- 
vatder, or aircraft. Coggs v. Bernard (1703), 2 Lord Raymond 909; 
Commercial Corp. v. N. Y. Barge Corp., 314 U. S. 104; Thomas v. Na- 
ional Delivery Association, 24 F. Supp. 171. The meaning of the term 
“public utility’? was discussed in Davies Warehouse Co.—Bowles, 321 
!. §. 144. There appears to be no doubt but that a motor common 
arrier either is a public utility, or was regulated as such probably 
iefore usage developed the term ‘‘ public utility.’’ 

A motor contract carrier under the Interstate Commerce Act is a 
successor to the common law private carrier, and is not a public utility. 
During the recent war, an exemption applying to rates of ‘‘publie utili- 
ties” was not regarded as applicable to motor contract carriers, E & L 
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Transport v. Bowles, 151 F. 2d 274. A contract carrier is under no 
duty to transport for anyone. He may impose as a condition to the 
acceptance of a shipment as high a rate as he chooses, and he may in. 
pose such limitations or conditions as he may desire. Unlike a comm, 
carrier which is by law an insurer of the goods he undertakes to trans. 
port, a contract carrier may agree upon whatever liability, if any, he 
may be willing to accept. In the absence of a contract covering the 
matter of liability for loss of or damage to cargo, he is liable only for 
negligence or wilful acts, and the burden of proving such negligence oy 
wilful acts is upon the claimant. Under the Interstate Commerce Act, 
and generally under State statutes, motor contract carriers are regulated 
as to entry into the business and as to minimum rates, primarily ag 
protection to common carriers. The regulation as to entry into the 
business, as to safety of operations, and as to insurance or other security 
for the protection of the public, also is for the protection of the general 
public. 


8. In what respects and to what extent does the regulatory problem 
in the trucking industry differ from that of the railroad industry? 


There are at present 952 railroads subject to the Interstate Com. 
merce Act. There are 18,197 common and contract motor carriers of 
property operating under certificates or permits and subject to general 
regulation under the act. In addition, there is subject to the require. 
ments respecting safety of operations, maximum hours of service of 
employees and standards of equipment, an unknown number of private 
carriers by motor vehicle and for hire motor carriers operating under 
the exemptions in section 202(c) and 203(b). The number of motor 
carriers in these last two groups is unknown, but we have records of 
27,888 private carriers and 9,610 exempt carriers. These number 
represent those who have come to our attention and on whom we have 
served copies of the safety regulations. The actual number may be 
several times this total of 37,498. The much larger number of motor 
carriers, obviously, creates problems not encountered in regulating the 
smaller number of railroads. 

With minor exceptions which create no great problems, all railroads 
admittedly are common carriers and are engaged in interstate and 
foreign commerce. In contrast, motor carriers may be either common, 
contract, exempt for hire carriers, or private carriers. The applicable 
requirements and duties vary with the class of carrier. Some of the 
problems of distinguishing between common and contract carriers ar 
discussed in Craig, 28 M. C. C. 629, 31 M. C. C. 705; Midwest Transfer 
49 M. C. C. 383; Contract Steel Carriers, Inc., U. S., 129 F. Supp. 691. 
The exemption of certain common and contract motor carriers from 
all requirements except those relating to safety, causes difficulties 
in administering and enforcing the Act. The agricultural, fish, and 
livestock exemption in section 203(b)(6), particularly, has been the 
source of much confusion and controversy. Determination of exempt 


i 
Supp. | 
% 
motor 
easily 
for hir 
4 purpor 
discuss 
as to t 
and as 
ever, 
motor 
The qu 
state 0: 
extensi 
motor 
the me 
TI 
than t. 
nents. 
a2 the dif 
license: 
a the ea 
tended 
and ak 
nents 
dleetric 
= 
source 
of dis 
a operat: 
quirer 
The ra 
of 


agricultural commodities, 52 M. C. C. 511, I. C. C. v. Kroblin 113 F. 
Supp. 599; I. C. C. v. Yeary, 202 F. 2d, 151; I. C. C. v. Love, 77 F. 
Supp. 63, 172 F. 2d. 224. Me 1S 

Difficulties arise from the problem of distinguishing between private 
motor carriers and for hire motor carriers. The nature of motor 
earriage makes relatively easy the unlawful engaging in for hire opera- 
tims under the guise of private carriage. Such deceptions are not 
easily discovered and prevented. Some of the deceptions used to give 
for hire operations the appearance of private carriage are the alleged 
paying and selling of commodities by the truck operator and the 
purported leasing of vehicles to shippers. Some of these problems are 
discussed in the following reports: I. C. C. v. Taylor, 209 F. 2d 353; 
L¢. C. v. Woodall, 112 F. Supp. 639, 207 F?-517; Empire Box Corp. 
y, Willard Sulzberger 104 F. Supp. 762. 

Regulated common and contract motor carriers usually are limited 
as to the territory within and the routes over which they may operate 
and as to the commodities they may transport. There are few corres- 
ponding problems with railroads. 

Because of their fixed location and other facts there is seldom doubt 
as to whether a railroad is an interstate carrier. Motor carriers, how- 
ever, may readily operate wherever there is a highway, or in some 
instances where there is no highway. This encourages the unauthorized 
motor transportation by either licensed or unlicensed motor carriers. 
The question whether particular shipments or classes of traffic is inter- 
state or intrastate is common to both motor carriers and railroads. 

Rate and service problems involving rail traffic have been more 
extensive and intense than have been such problems with respect to 
motor carrier traffic. The reason for this is the heavier rail traffic and 
the more critical the adjustment of rail rates and service. 

The licensing of motor common and contract carriers and the 
policing thereof, require much more activity and involve more problems 
than the licensing of railroad construction, extensions, and abandon- 
ments. The reasons for this are the larger number of motor carriers, 
the different classes of motor carriers, the fact that motor carriers are 
licensed with respect to routes, points, territory and commodities, and 
the ease with which motor carrier operations may be changed or ex- 
tended. This is not to minimize the problems involved in the extension 
ad abandonment of rail trackage, whether such extension or abandon- 
ments are of main line or sidings, whether an operation is that of an 
dectrie inter-urban railroad, and other matters. 

The smaller average size of motor carriers and the fact that the 
maller ones often are dependent upon a few shippers as their principal 
wuree of traffic often results in conditions of distress. Such conditions 
of distress tend to cause violations of the safety requirements, the 
operating authority provisions, the rate provisions, the insurance re- 
qurements for the protection of the public and of other provisions. 
The railroads also have financial difficulties, as indicated by the number 
of reorganizations in bankruptcy and the abandonment of branch lines. 
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9. What, in the Commission’s view, are the inherent advantage; 
of truck transportation? Of rail transportation? Of water 
transportation? Of air transportation? 


It may be noted at the outset that there is no generally 
definition of ‘‘inherent advantage.’’ For present purposes an “ip, 
herent advantage’’ may be viewed as a characteristic of an agency of 
transportation which, for reasons associated with service or with cog 
makes desirable the transportation of particular classes of traffic or of 
commodities in general by that agency rather than by another, Th 
eosts referred to are basically those of the carrier and may also }y 
considered to include the costs of any facilities provided by publi 
funds. The shipper views inherent advantages in terms of rates paid 
plus incidental charges which are borne by him in the light of service 
considerations. An ‘‘inherent advantage,’’ in addition, should be viewed 
as one which rests on the basic nature of an agency of transportation 
rather than one that arises out of special circumstances of a short. 
lived nature. 

It is, of course, to be understood that a given form of transportation 
may have an ‘‘inherent advantage’’ as to only certain types of trafic 
or as to hauls of a certain length and that for other traffic and hauls the 
advantage may lie with a competing form of transportation. In view 
of these considerations, it is not always easy or safe to generalize about 
inherent advantages. The Commission has not made over-all generaliza. 
tions of this kind in its decisions. 

This reply is confined to regulated transportation. The question 
of inherent advantages involves consideration of exempt for-hire and 
of private transportation. Private carriage by water and by motor has 
played and is continuing to play an important part in the competitive 
transportation picture. Data as to exempt and private carriers, are, 
however, limited, and further discussion of these carriers is not possible, 

Motor transportation—As motor transportation developed in the 
late 20’s and early 30’s, it posed a large threat to the railroads. This 
extension of motor transportation led to considerable inquiry into its 
characteristics for the purpose of determining its long-run position asa 
competitor of the railroads. Its favorable characteristics, of the nature 
of ‘‘inherent advantages,’’ were principally features of service; namely, 
time in transit and completeness and flexibility of service. There were 
offsetting considerations in some instances, such as lack of responsibility. 
In a general investigation reported in 1932 the Commission made a 
statement of motor-carrier advantages which is substantially represen- 
tative of the situation down to the present time. It said: 


The advantages of truck transportation from a service stant- 
point are to be found mainly in the speed, the completeness, and 
the flexibility of the service rendered. (Coordination of Motor 
Transportation, 182 I. C. C. 263, 301 (1932.)) 


A year earlier the Commission had noted that advantages of motor 
service also included ‘‘the transportation at carload rates of much smaller 


rtatic 
Ba 


carrier’ 
for mu 
ing lot: 
of busi 
quires | 
at orig 
dealer’ 
expedit 
Interst 
decisio 
serving 

In 


ts, 
packing 
Va 
portati 
packing 
Territo 
In 
& 
El Pas 
to be le 
Arizon 
A 
relativ 
in trai 
deliver 
193 (1 
becaus 
Beans 
661 (1 
found 
Territ 
R 
of var 
advan 
to pat 
portat 
advan 
T 
the m 


are ible by railroad, and elimination of costly railroad 

eee sopieeanente.?* Fifteen Percent Case, 1931, 178 I. C. C. 539, 
31). 

” eral cases illustrate the presence of these factors. Motor trans- 
portation of magazines and periodicals from New York, Philadelphia, 
and Baltimore to Pittsburgh afforded faster service than did rail trans- 
portation and with the further advantage of avoiding the special 
packing and drayage necessary for rail handling. Magazines in Official 
Territory, 246 I. C. C. 325. (1941). 

In a case relating to the transportation of new automobiles, motor 
carriers were found to be in a more favorable position than the railroads 
for much of the traffic. They usually pick up the automobiles at receiv- 
ing lots adjacent to plants and unload them at the local dealer’s place 
of business. On the other hand, railroad transportation generally re- 
quires driving the cars to the rail loading platform and careful loading 
at origin, and unloading at destination, with final transfer to the 
dealer’s place of business. Motor service at the time also was more 
expeditious for distances of as much as 400 miles. New Automobiles in 
Interstate Commerce, 259 I. C. C. 475, 482-84 (1945). In many other 
decisions there has been mention of the disadvantage of railroads in 
srving shippers and consignees which do not have rail connection. 

In the transportation of livestock from Arizona, New Mexico, and 
El Paso, Texas, to California, advantages of motor service were shown 
to be loading and unloading of stock at places convenient to the shippers 
and the provision of fast service which minimized shrinkage. Cattle, 
Arizona, New Mexico, and Texas to California, 270 I. C. C. 348 (1948). 

Advantages of delivery of asphalt by motor carriers include the 
relatively small lots handled, the avoidance, because of the limited time 
in transit, of the reheating required for unloading from rail cars, and 
delivery at the job site. Asphalt to Washington and Idaho, 293 I. C. C. 
193 (1954). 

On dried beans from Kansas City to Indianapolis, rail and motor 
ninima of 70,000 and 20,000 pounds, respectively, were of importance 
because use of the lower figure meant inventory savings to the consignee. 
Beans and Packing House Products from Kansas City, 52 M. C. C. 
661 (1951). The delivery of canned goods in relatively small lots was 
found to be an advantage of motor carriers in Canned Goods in Official 
Territory, 294 I. C. C. 8371 (1955). 

Rail transportation—The outstanding inherent advantage of rail 
transportation lies in the relatively low cost of large-scale movements 
of various commodities, particularly those with heavy loading character- 
isties, and of long-haul movements of various commodities. Another 
advantage, still generally retained, is the conformity of channels of trade 
to patterns of rail transportation. For some years after motor trans- 
portation came into the picture, rail transportation frequently had an 
advantage in dependability of service. 

_The marketing of grain is an example of a type of commerce in 
which railroads, because of their great influence on the evolution of 
the marketing processes, have developed and, to a large extent, have 
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maintained an advantage. Rail transportation provides such f 

as transit arrangements, inbound and outbound rates, and bills of |aq; 
generally acceptable for collateral. General and specific discussions of 
this matter appear in Coordination of Motor Transportation, 199 | 
C. C. 263, 301 (1932), and Grain and Grain Products, 293 1. ¢. ¢ 
479, 483 (1954). 

The cost advantage of railroads over motor carriers in the transpor. 
tation of such heavy-loading commodities as coal and ore, at least for 
longer distances, seldom has been questioned. 

In the highly competitive field of petroleum products, rail carriers 
often have an advantage over motor carriers in costs for longer as 
distinguished from shorter hauls. In different situations there may be g 
considerable variation in the distance beyond which the railroads yil] 
be found to be the low-cost carriers. In southern territory in 1950 
rail carriers were found to be the low-cost carriers for distances in excess 
of 50 miles; in Illinois territory and western trunkline territory, rail 
carriers were found in 1951 and 1953 to be the low-cost carriers for 
distances in excess of 75 miles. See Petrolewm in Southern Territory, 
Rail, 278 I. C. C. 323 (1950), Petroleum Products in Iinois Territory, 
280 I. C. C. 681 (1951), and Petroleum, Colorado and Wyoming to 
W. T. L. Territory, 289 I. C. C. 457 (1953). 

The cost of transporting automobiles for relatvely long dstances 
was shown, in a case already discussed, to be less than the costs by motor 
carrier. New Automobiles in Interstate Commerce, 259 I. C. ©. 475 
(1945). 

Railroads also are the low-cost carriers as to certain high-grade 
commodities for which loadings per car are much higher than loadings 
per truck. In a 1954 proceeding in which certain rates on cigarettes 
and manufactured tobacco in southern territory were in issue, the unit 
costs of transportation by rail at loadings of 52,000 pounds per car 
were substantially less than the unit costs of motor carriers at loadings 
of 25,000 pounds. The railroads were permitted to maintain a base 
rate for a minima of 36,000 pounds and rates 80 percent of the base 
rate on the quantity in excess of that figure. Manufactured Tobacco 
from Ky., N. C., and Va., to the South, 292 I. C. C. 427 (1954). 
Economies of heavier loading likewise were present in connection with 
alcoholic liquors, and were reflected in base rates on a carload minimum 
of 28,000 pounds, with lower rates for quantities in excess thereof. 
Alcoholic Liquors to and from Peoria, 63 M. C. C. 267 (1955). The 
loadings per car approximated 50,000 pounds and the truckload minimum 
was 30,000 pounds. 

Railroads appear to be making some headway in and may have an 
inherent advantage in the large-scale transportation of special bulk 
commodities, such as those which are adaptable to transportation in 
covered hopper cars but which otherwise would be moved only in 
packages. Thus, there has developed in the last few years a significant 
trend toward the hopper-car transportation of such commodities 4 
sugar, flour, and dry chemicals. At equal rates and rail and motor 
minima of 80,000 and 20,000 pounds, respectively, on trisodium phos- 
phate from Joliet, Ill., to Ivorydale, Ohio, shippers made use of the 
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rail rate. The rail movement was in paper-covered open hopper cars 
and certain consignees were able to receive loadings per car which 
sveraged 104,000 pounds. Movement by motor carrier was in bags, 
ghich presumably involved expense for filling, handling, and emptying 
greater than the unit expense of loading and unloading railroad cars. 
Sodium Products, Ready Truck Lines, 53 M. C. C. 63 (1951). 

Water transportation—Water transportation has its principal 
inherent advantage in the transportation of bulk commodities and of 
ertain other commodities which move in volume. The points served 
are, however, relatively limited in number and the service generally is 
not adapted to traffic for which delivery time is an important considera- 
tin. Bulk commodities permit of low-cost mechanical loading and 
unloading and generally involve service at fewer points en route. Rail- 
roads often cannot duplicate the low handling costs, serve many inter- 
mediate points, and often are involved in regroupings of cars en route. 
Water carriers generally are conceded to have an advantage over rail and 
motor carriers for the movement of petroleum products over longer dis- 
tances. While water carriers handle large quantities of such bulk com- 
modities as coal and sulphur in addition to petroleum products, they also 
handle a wide range of commodities, such as sugar, molasses, lumber, iron 
or steel, pig lead, and new automobiles. All of these commodities move 
in large lots, as on the Mississippi River system. On the other hand, the 
high costs connected with the transfer of package freight have virtually 
ended the movement of such traffic by water lines. This disadvantage 
is sought to be overcome by plans now developing for use in domestic 
trades of ships which will carry loaded and empty truck trailers. 
Seatrain, Inc., has carried railroad freight cars for many years. 

While water carriers are for a considerable number of commodities 
the low-cost carriers, at least for the longer distances, question has 
been raised as to whether an ‘‘inherent advantage’’ actually exists in 
all instances. This question arises principally from the large public 
expenditures for transportation facilities. Proposals, official and other, 
have been made from time to time for charging tolls for the use of 
inland waterways. Thus, the Commission on Organization of the Execu- 
tive Branch of the Government, in its report on Water Resources and 
Power (June 1955), recommended that charges be assessed to recover 
maintenance and operating costs of inland waterways (volume 1, p. 85). 

Air transportation.—As the Commission does not regulate air trans- 
portation, this discussion is necessarily very general in nature. 

The outstanding advantage of air service lies in its fast transporta- 
tin of shipments, many of which fall within a general description of 
small shipments. While rates generally are higher than those of other 
transportation agencies, the expeditious service is of advantage for such 
purposes as the quick restocking of inventories, the distribution of 
specialty items which must be made immediately available to retail out- 
lets, the wide distribution of flowers and of perishables which might not 
urvive the longer periods needed for surface transportation, and the 
handling of emergency shipments, such as repair parts. As in the case 
of water carriers, there is the factor of Governmental aid or support. It 
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is well known that the Federal Government has made and ¢ 


make air-mail payments to some airlines which contain a subsidy. The 


= Civil Aeronautics Board publishes data of this kind. The Governmer, 235 mi 
Ff also maintains airport control facilities and airways. Federal and local 12 
governments have made substantial contributions to the construction of &. r 

air terminals. The significance of the various forms of financial support wd at 

is considered to be beyond the scope of the question and answer herein, ne 

lng 

10. What is the nature of competition between highway and air a 

freight? some 

Two indications of the nature of the competition between highway § (2 

and air freight are supplied by (1) the ton-miles handled by each and rated 1 

(2) the average revenue per ton-mile. traffic 

Ton-miles handled by each group in 1953 and 1954 were (in millions, So 

with 1954 data partly preliminary) :4 ment f 


1953 1954 
Air freight and air express: "WN 
Scheduled operations 251.0 244.1 F t 
Nonscheduled operations 25.4 365 
Total 276.4 2812 
Intercity motor vehicle ton-miles (rounded) 217,200.0 214,600.0 Tt 
A comparison of average ton-mile revenues follows (figures in cents § varied 
per ton-mile) :12 which 
‘ 1950 1951 195219531954 
Domestic scheduled air trunklines: . 
Air freight 19.23 20.91 21.80 22.24 22.698 quirem 
Air express 34.40 36.53 39.26 39.58 37,69 § Willing 
Air mail 99.99 58.86 52.58 50.82 41.45 & service 
\f 
Class | motor carrier: the Na 
Common carrier 5.009 5.174 5.615 5.732 p 6.056 these 
Contract carrier 4.280 4.170 4.459 4.895 p 5.1748 expect 
Weighted average 4.960 5.099 5.509 5.663 p 5.9828 physic 
Class | rail 1.329 1.336 1.430 1.478 1421 
suffice 
Data are somewhat limited for air carriers other than the domestic $10,00 
trunkline carriers covered in the table above, but a group of uncertif- § ij.r9] 
cated nonscheduled carriers had average ton-mile revenues of 21.2 cents § nom } 
in 1950 and 21.7 cents in the first 9 months of 1951 (Monthly Comment, § won ait; 
February 16, 1953, p. 15). use ec 
Statistics on lengths of haul are not available for air operations, but § tion jn 
the hauls are generally considered to be considerably longer than the § jams 
average for motor carriers or railroads. Class I motor common carriers lr 
11 Sources: Statistical Handbook of Civil Aviation, 1955, p. 90, and Transport The fi 
Economics, October 1955, p. 5. The air figures differ from those published in carrie 
Transport Economics, October 1955, by reason of omission here of mail and excess § appeai 
baggage ton-miles. : would 
12 Air data from Air Transport Association of America; motor and rail data partic 
from Commission sources. The 1954 motor data are preliminary. 


2 
had av 


had average hauls, according to data reported to the Commission, of 


- The § 995 miles in 1950, 237 in 1951, 240 in 1952, and 242 in 1953 (the latest 

‘nment § available). Class I motor contract carriers had hauls, respectively, of 

d local # 393 128, 130, and 137 miles for the same years. These figures are on a 

tion of per carrier basis and do not reflect the entire length of haul of shipments 
interchanged between two or more carriers. 


It appears, from the data given herein, that the air carriers handle 
long-distance traffic on which expedition is a decisive economic factor 
and that the total quantities handled and total ton-miles involved are 
relatively small. Motor carriers have shorter average hauls (although 
some carriers are operating with hauls averaging over 1,000 miles). The 
emparisons of ton-mile revenues show that air traffic is much higher 
rated than the motor carrier traffic. In fact, relatively little of the 
traffic is competitive as between the two modes of transportation. 

Some cooperation exists between air and truck for expeditious move- 
ment from or to air fields. 


11. What is the Commission’s estimate as to the cost of entering 
the trucking industry, i.e. the capital investment required to 
ower’ a mew common carrier enterprise in interstate com- 
merce 


The costs of entering the interstate trucking business are extremely 
varied in nature and amount. The requirements of the States through 
which operations are to be conducted, as to licenses, taxes, fees, insur- 
ance, and business permits, and sizes and weights of vehicles, must be 
considered as well as the Commission’s insurance regulations and the re- 
quirement under the Interstate Commerce Act that the applicant is fit, 
willing and able, and that public convenience and necessity require the 
service, if common carrier, and is consistent with the public interest, and 
the National transportation policy, if contract carrier. In addition to 
these factors, the matter of terrain to be covered, the type of traffic 
expected to be handled, and a number of other such local economic and 
physical factors need to be considered. 

While a small tractor with a cost of from $3,000 to $6,000 might 
suffice under certain conditions, with a trailer costing from $7,000 to 
$10,000 the use of second-hand equipment might reduce the cost con- 
siderably. On the other hand, if the carrier expected to handle maxi- 
mum loads in the West, with long steep grades, long hauls, and other 
conditions calling for heavy equipment, which in turn would make diesel 
we economical, the tractor alone might cost nearly $20,000. Specializa- 
tin in trailer design might add modification costs. Down payments and 
terms naturally also vary. 

In addition, the need for working capital needs to be considered. 
The finding that there is a need for the service, and the fact that motor- 
tatrier shipping charges are paid on a reasonably current basis, would 
appear to reduce the need to a minimum, but some amount undoubtedly 
would be required, and that amount would depend very largely on the 
particular circumstances. y, 
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me oo on fees and taxes can be obtained from the Bureau of Public 
ads. 

The insurance is dependent on the area and circumstances of Use 
Thus, while the insurance on a single tractor and semitrailer used within, 
50 miles of Washington (including movement through Baltimore) has 
been quoted at about $312 a year, there would be variation with loc] 
and other conditions. (The amount stated covers property damage 
and bodily injury, the latter including public liability). 

Legal fees ordinarily also are involved in applying for rights ang 
meeting other preliminary regulatory and tax requirements. Of cours 
if the carrier expects to handle only exempt commodities, certain of the 
legal requirements are avoided. 

In short, the amount of capital required to enter the interstate 
trucking business is subject to an almost infinite variety of factors, de. 
pending on the credit of the individual, the area, the traffic to be handled, 
and a host of other factors. The range could easily be from $10,000 
to several times that amount, but in some instances is even less than 
$10,000 under special circumstances. 

The Department of Commerce some years ago issued a pamphlet, 
Establishing and Operating a Truck Business, Industrial (Small Bus 
ness) Series No. 52 (1946). The Commission does not have copies of 
this publication to send. . 

Copies are being sent herewith of a pamphlet, ‘‘Motor Carrier In. 
formation Bulletin,’’ which provides instruction useful to an applicant 
for operating rights. A revised edition, which gives the Commission’s 
revised insurance requirements, is in process of reproduction. 

The business of transporting for-hire, by motor vehicle, particularly 
in interstate and foreign commerce, is inherently more involved than 
would be most local businesses. Such a carrier necessarily uses the pub- 
lic highways. This means possible involvement with size and weight 
limitations, equipment standards and accessories, taxes of various kinds 
including vehicle license taxes, ton-mile or truck-mile taxes, gasoline 
taxes (for example, some States require gasoline tax to be paid on gaso- 
jine consumed in the State, unless purchased in the State), and other 
requirements. Where operations are conducted in or through several 
States, each State may have different requirements. The conducting of 
business in several States and possibly in many cities or towns involves 
questions of business license, employees compensation, local taxes and 
other matters. If the carrier engages in intrastate transportation in 
one or more States, as interstate carriers frequently find it necessary to 
do in order to round out their operation, it becomes subject, as to such 
intrastate business to regulation as to licensing, rates and other matters 
by each of the States. Under all the circumstances, the business of 
motor carrier transportation in interstate commerce, because of these 
complexities is not one to be undertaken by unqualified persons. 

As a matter of information, the Department of Transportation of 
the State of Washington in 1946 published a report on the ‘‘Life Ex- 
pectancy and Prospects of Common Carrier Truck Operations in the 
State of Washington.’’ This is a very interesting study covering 9,800 
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motor common carriers licensed by that State. It contains various 
breakdowns as to types of carriers and other data. Two of the tables 
and some accompanying comment in this report will be copied below: 


thin (8) The estimated average life of all common carrier permits 
has now and in the future is two years and ten months divided into 
local commodity groups as follows: 
nage Estimated Average Life by Commodity Classification 
and 
f the General Freight 
Log Haulers 34 
Dump Trucks 34 
‘State Farm Products 28 
3, de- Lumber 29 
dled, Household Goods 39 
0.000 Machinery 33 
’ Building Materials 38 
than Milk 43 
Special Commodities 38 
phlet, All Other Commodities 34 
Busi. All Classes 
ies of 
— It is again exceedingly astounding to realize the point at which 
sion’ many permits were canceled. Of the 9,800 permits issued, 164 were 
4 canceled after living only one month in spite of the fact that the 
“we permits themselves cost $25, that the regulatory fees cost from 
_ $9.00 to $24.00, that certainly some costs had been suffered in con- 
=. ceiving the idea of the business, and most certainly some trouble had 
E ht been gone to in order to qualify for the permit issued. Early mor- 
Kinds tality contributes heavily to the low life experienced by the whole 
alin group as follows: 
| Zaso- Age at Which No. of Permits Per Cent of 
other Canceled ,800 
mon 
= 1 164 1.67 
Ing 0 2 269 2.74 
volves 3 304 3.10 
ion in 
6 220 2.24 
ary “ 7 223 2.28 
O suc 8 205 2.09 
natters 9 206 2.10 
297 3.03 
| 12 281 2.87 
13 201 2.05 
tion of 14 152 1.55 
34.28 
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trucking business be curtailed? What are the dangers, if any, Bi the 5 
of unrestricted competition? vaerati 

Some phases of these questions are under consideration by th, § te" “ 

Commission in connection with reports to Congressional Committees o, 

S. 1920, the bill embracing the recommendations of the Cabinet Com. 

mittee on Transportation Policy. A copy of that report will be fy. §13) W 

nished to your Committee when it is released, which should be very soon, tic 

Speaking generally, the Commission is of the opinion that entry int tr 

the trucking business should be curtailed to the extent required by the The 

public welfare. The present national transportation policy may be p. hat on 
garded as stating appropriate objectives. The restrictions upon entry pe ed 
in the present Interstate Commerce Act should not be relaxed. There Tei 
should be clarification or increased restrictions with respect to motor b=? 
contract carriers, and the present freedom of entry accorded to certain f regul 
elasses of carriers by some of the exemptions in section 203(b) of the fy wens 
act should be curtailed. a | 
Restrictions upon entry into the trucking business should be in. nactme 
posed only in the interest of the public, not in the interest of existing re ere 
carriers, although they may incidentally benefit therefrom. Curtailment arrier 
of entries for the purpose of limiting competition often is warranted See Fed 


as a means of developing a financially responsible and reliable transpor. 
tation industry. Competition, however, should be fostered except in 
circumstances where to dilute the available traffic would result in in 
stability and inefficient service. 

The restraints upon entry provided in the Interstate Commerce Act 
serve important purposes other than with respect to economic regulation. 
The requirement that each applicant for either a certificate or a permit 
show that he is fit, willing, and able to properly conduct the proposed 
operation and comply with the act, provides considerable assurance that, 
if licensed, the carrier will be able and willing to maintain his equip 
ment in proper condition, observe proper safety practices and hours of 
services of drivers and thereby lessen the danger to other users of the 
highway; that he will maintain public liability, property damage and 
cargo insurance, to assure compensation to shippers and to others for 
death, injuries, property damage or cargo loss and damage caused by 
him; that he can be reached by process in any State in which he op- 
erates; that he will observe the requirements pertaining to the handling 
of explosives and other dangerous articles; that shippers may deal with 
him and trust their goods with him on the assumption that he is reliable, 
responsible, and honest. These matters have been mentioned in connec 
tion with the test of fitness, willingness and ability, but the requirement 
that an application be filed, that the public be given notice of the appli- 
cation and that he be judged before the public and show public con- 
venience and necessity, is a deterrent to gangsters, knaves and irrespon- 
sible persons entering the field and inflicting themselves upon shippers 
and the public. 
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On the assumption that by reference to ‘‘unrestricted competition’’ 
in the second question is meant freedom from restraint upon entry, con- 
sideration may be given to the statements above and to the answers to 
others of these questions dealing with economic regulation. 


y the 
On 
4 13, What would be the economic impact of unrestrained competi- 
soe, tion in the trucking industry on the railroads? On certificated 
+ into truck lines? 
y the The answer to this question requires the rather extreme assumption 
Te B that only motor transportation would be allowed to engage in ‘‘unre- 
strained competition’ through the removal, presumably, of all economic 
ere ation. 
motor Without here indicating the Commission’s position on the relaxation 
ertain § \f regulation generally, as to which there are proposals before Congress, 
of the it seems reasonable to state that ‘‘deregulation’’ of motor carriers would 
. [restore in very large measure the conditions which prevailed prior to 
 im- B enactment of the Motor Carrier Act, 1935. The chief characteristics of 
isting B that era were ruinous competition and great confusion in the motor 
ment § varrier industry itself and very severe competition for the railroads. 
ranted B co Federal Coordinator of Transportation, Regulation of Transporta- 
DSpor- B tion Agencies, Senate Document No. 152, 73d Congress, 2d Session, pp. 
apt in 13.97. Congress decided in 1935 that, in the public interest, these con- 
im ll § iitions called for regulation of motor carriers and not for relaxation of 
the regulation of railroads. A reversal of this policy at this time by 
ce Att Biveing motor carriers from regulation would create great difficulties 
lation. for the railroads, which continue to face severe competition from motor 
permit Berriers under regulation, and for ‘‘certificated carriers.”’ Shippers 
posed Brould be in a stronger position than they are at present to play one 
8 that, motor carrier off against another and motor carriers and railroads off 
equip Bwzainst each other. Published rates would degenerate into secret rates. 
urs of Hzesponsibility of carriers to the shipper would decline. Not to be over- 
of the Hioked is the fact that many hundreds of millions of dollars of value 
se and Bshich the operating authorities of certificated carriers now have would 
rs for Bink to a low point, as in the absence of regulation anyone could enter 
sed by Bithe motor field at will. The existence of these rights is a factor in the 
he op: Binancial strength of the carriers. 
ndling The chief difference between conditions in 1935 and in 1955 is the 
ul with growth and maturity which the motor carrier industry has attained 
liable, Binder Federal regulation. Individual carriers are much larger on the 
onnet- Biverage and much better informed as to the nature of their business 
— than they were in 1935, their businesses have a more solid financial 
appl: Blais, trade associations are more numerous and stronger, and rate 
¢ COD Bhureaus are playing a part far beyond anything that was possible then. 
tao That these factors, in the absence of regulation, would suffice to hold 


the industry together and prevent_ruinous competition seems, however, 
altogether improbable. Individual motor carriers are continuously as- 
«rting their right of independent action in the filing of reduced rates; 
their actions often result in complaints from the rate bureaus of which 
they are members. Some carriers endeavor to stretch the interpretation 


any, 


of their operating rights to the limit, and efforts to extend or acquire 
such rights commonly create strong opposition. These examples indicate 
that the existing situation is highly unstable and held within bounds 
only by regulation. Removal of regulation would set forces free to , 
degree that undoubtedly would mean degeneration within the motor jp. 
dustry and reversion to competitive warfare of an extreme nature no 
only among motor carriers but also between motor carriers and rail 
insofar as the latter could carry on the fight under existing regulation, 
Such regulation could not endure for long in the absence of regulatio, 
of motor carriers, and the financial structure of the railroad industry 
would be greatly impaired. 


14. How many applications for new operating authority (othe 
than for “grandfather carriers”) has the Commission approved 
_—— How many such applications has the Commission 

eni 


How many applications for route extensions has the Commission 
approved since 1935? How many such applications has th 
Commission denied? What is the breakdown by size of 
carriers in each of the above categories? 


We do not have statistics from which complete answers to thes 
questions can be given. Such data as is available and such as can 
quickly assembled will be given below. To compile complete answers to 
these questions would require the examination of the papers in each of 
the tens of thousands of application dockets. If we had the staff 
make such a survey without suspending other urgent work, it could not 
be completed within the time the data is desired by the Committee. 

Many applications are denied in part and granted in part. In th 
figures given below, where an application is listed as being ‘‘ granted,” 
it means that the application was granted in whole or in part. Wher 
applications are listed as being ‘‘not granted’’ (unless otherwise er- 
plained) it means that the application was denied because not required 
by public convenience and necessity or not consistent with the public 


authority is required for the operation, that the applicant already ha 
authority to perform the service, that it was dismissed because of lack 
of prosecution by the applicant, or that the applicant withdrew the ap- 
plication. 

The following table shows all motor carrier operating authority 
applications filed with the Commission since 1935 and prior to Noven- 
ber 1, 1955: 


Grandfather applications filed on and prior to February 12, 1936. 

Grandfather applications involving commerce between the States and the 
territories, under P. L. 748 Sept. 1, 1950 

Applications filed after February 12, 1936 and determinable in accordance 
with public convenience and necessity or consistency with the public 
interest, by persons claimin date 
of the Motor Carrier Act.. 
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for certificates or permits to institute new operations or to 
extend operations . . 51,720 
ications to register state certificates under the second proviso of section . 
206(a) (1) 9,63 
ions for temporary operating authority under section 210a(a) 48,539 
(granted 38,377; denied 10,125; pending 37) 

Extension of temporary authorities 

Applications for exemption by one state carrier under section 204a (4a) 

Applications for brokerage licenses 

Applications under section 212(b) to transfer or lease certificates or 

its 
perm (granted 29,489; denied 3,565; pending 140) 

Applications under section 5 involving mergers, acquisitions of control of 
two or more motor carriers or other unifications of motor carriers, or 
unifications of motor carriers and other types of carriers 

(granted 4510; denied 1216; pending 397) 

Applications for approval of temporary acquisition of one carrier by another, 

or other unifications 
(granted 1152; denied 715; pending 11) 


257,952 


For purposes of figures customarily shown in the Commission’s 
Annual Report, certain compilations have been made daily of the total 
of the above applications which have been granted and those denied, 
dismissed, withdrawn, ete. The aggregate of all the above applications 
granted and denied, etc., as of October 31, 1955 is as follows: 


126,059 
Pending 


257,952 


Because these figures representing grants and denials have been 
kept only as a daily aggregate of all types of applications shown in the 
above list, information concerning the grants and denials of application 
for certificates and permits is not available. We have, however, been 
able to compile this information for the year ‘November 1, 1954 to 
October 31, 1955, which is as follows: 


Applications for certificates or permits 
Granted 


No statistics have been maintained distinguishing between applica- 
tions of persons seeking, for the first time, to institute motor carrier oper- 
ations and applications of existing carriers to extend their operations. A 
calculation of the number of new applicants for operating authority 
has been made from the assignment of docket numbers. Certain blocks 
of docket numbers have been set aside for assignment to new applicants. 
The aggregate of these numbers which have been used, through October 
31, 1955, is 19,650. The use of these numbers is not, however, restricted 
to new applicants for certificates and permits but it also includes new 
applicants for temporary authority under section 210a(a) and persons 
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who become carriers through the purchase or lease of a portion of the 


operating rights of an existing carrier. A check has been made of the ponte 
action involved in 500 consecutive new application numbers assigned po | 
4 in 1947 and 500 consecutive new numbers assigned in 1953. The regults to the fig 
: are as follows: of the m 
Applications for certificates or permits Ee = 
a 
é 
r Denied . 66 100 
Dismissed 73 
+ Numbers assigned to transferees or lessees. . 108 5 
Undetermined 16. He 
th 
39 ot 
de 
Numbers transferred or 
As 
filed wit 
i It appears from the above sampling that 60.9 of the new applicants § Act, 19: 
t were seeking certificates or permits and that of these new applications, §§ former : 
| approximately 46.8% were granted and 53.2% were denied, dismissed, §f ycquisit! 
i withdrawn, ete. It may be noted that approximately 58% of the § of motor 
applications for temporary authority by persons who were not carriers § {llowin 
were granted and approximately 42% of these were denied. There 
seems to be no comparable way of making a reasonable sampling of 
applications of carriers for extensions of rights, but the figures from 
this sampling of applications by new persons shows approximately 
the same ratio of grants and denials as the totals of the grants and 
denials of all types of applications shown above with reference to the These a 
table of applications of all kinds. Because, however, of the uncertainty 
of grants and denials in several other large categories included in the 
table, this data does not afford any basis for a conclusion concerning 
the percentages of grants and denials of applications to extend operating 
rights. It is believed that there is a relatively high percentage of grants 
in the case of extension applications which have the effect merely of 
rounding-out or supplementing the existing rights of carriers, but that 
the percentage of grants of extension applications which would project 
the carrier into entirely new fields will be approximately the same as 
in the case of new applicants seeking to enter the field. 
There seems to be no practical way of making a breakdown or § »,, so4, 
sampling of grants and denials as to different size carriers. Carriers of 6.12: 
change in size and it would be necessary to determine the size of the ial 
carrier at the time of the particular grant. Some such data is included § ).,.4 
in the evidence, in support of the application, but usually there is first an ae 
a determination of public convenience and necessity and if the applica- thi eaied 
tion is denied on that basis or is dismissed, usually no determination § ¥¢ 4, ;, 
of the fitness, willingness or ability of the applicant is made. The die 
financial status of the applicant, which may have some relation to the my bre 
size of the carrier, would be relevant only in connection with the que- Bioy ma 


tion of fitness, willingness and ability. It, therefore, appears that 


believed 


resort would have to be made to the data in the dockets or to the annual 
reports of the applicant carriers, if any, to make a breakdown of appli- 
cations by sizes of carriers. In this connection, attention is directed 
to the figures given in answer to question 22, which indicates that 18.8% 
of the motor carriers have gross operating revenue in excess of $200,000 
per year and that 69% have gross operating revenue of $100,000 or less. 
It appears, therefore, that the motor carrier industry is primarily a 
gnall business industry. 


16. How many merger applications in the motor carrier field has 
the Commission approved since 1935 (by year)? How many 
of the mergers involved a lines? at is the break- 
down by size of carrier in each of the above categories? 


As also shown in answer to question 14 and 15, there have been 
fled with the Commission since the enactment of the Motor Carrier 
Act, 1935, 6,123 applications under section 5 (including those under 
former section 213) for the approval of unifications, mergers, or the 
acquisitions of control of two or more motor carriers, or the unification 
of motor carriers with other types of carriers, including railroads. The 
following disposition has been made of these applications: 


Granted ................. 4,510 
Denied, dismissed, etc. . 1,216 

Total... 6,123 


These applications filed by years are as follows: 


The total of these yearly figures is 5,833, which is 290 less than the total 
of 6,123 shown above. This difference apparently results from the 
failure to include in the yearly figures, complaints filed respecting 
alleged unauthorized unifications and certain investigations concerning 
such matters instituted by the Commission, and from the fact that in 
the early days of the act applications under section 214 for the approval 
of the issuance of securities were included. 

As explained in the answer to questions 14 and 15, we do not have 
ay breakdown of these figures according to sizes of carriers or as to 
how many of these transactions\involved competing carriers. It is not 
believed that the number involving substantially competing carriers 
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is large. The typical transaction is the merger or unification of og. 
necting carriers. Where the two or more carriers have extengiy 
operations, however, there often is some overlapping of rights, even 
though minor. 

The above mentioned unification proceedings under section 5 jp. 
volve such transactions when the total number of vehicles operate 
by both parties exceed 20, or where a railroad is a party. Where th 
transaction involves only motor carriers and the total number of vehicles 
used in the operation of all the parties does not exceed 20, the establish. 
ment of a common control of two or more motor carriers does not 
require approval of the Commission, but if the consummation of th 
transaction requires the transfer of a certificate or permit from on 
person to another, the transfer must be accomplished in accordance with 
the regulations prescribed under section 212(b). These unifications 
and common controls of small carriers, therefore, are not included in the 
above figures. We do not have figures on these transactions. Some 
of them would not need to be brought to the attention of the Commis 
sion, and those involving the transfer of a certificate or permit under 
section 212(b) are not identified apart from the other transfers. 


17. What is the Commission’s present policy with respect to 
authorizing new motor carrier service? 


18. What is the Commission’s present policy with respect to 
authorizing extension of routes and/or the hauling of additional 
commodities? 


There is no rule or policy in favor of or against the authorizing of 
new motor carrier services nor for or against new applicants. The 
Commission’s policy is to grant the application of any one, provided it 
appears that the applicant is fit, willing and able to conduct the pro 
posed operation and comply with the requirements of the act and, in 
the case of applications to perform common carrier service, that the 
proposed operations are required by the present or future public con- 
venience and necessity, and, in the case of contract carrier applicants, 
that the proposed operations will be consistent with the public interest 
and the policy of the act. These are primarily questions of fact to be 
determined on the basis of all the circumstances and conditions of the 
— case. See, in this connection, the answers to questions 3 
and 4. 


19. What are some typical decisions recently rendered by the Com- 
mission and the courts with reference to questions 17 and 18? 


There are attached copies of recent decisions, as follows: 
New Applicants 


MC-115078, Don M. Sindall, common carrier application, decided 
October 17, 1955, new applicant, certificate granted. 
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MOC-114872, Hugh Bussell, contract carrier application, decided 
October 31, 1955, new applicant, denied. 


MO-114914, Cloyd G. Roberson, common carrier application, de- 
cided October 31, 1955, denied. 


MC-114438, Southern Transit Co. contract carrier application, 
decided October 27, 1955, granted. 


Extension of Commodities 


MOC-11207 (Sub-No. 186), Deaton Truck Line, Inc., Extension— 
Shells, decided October 28, 1955, denied. 


MC-98759 (Sub-No. 1) Durward L. Bell, Extension—Petroleum 
Products, decided October 11, 1955, denied. 


MOC-78062 (Sub-No. 25) Beatty Motor Express, Inc., Extension— 
Milk Products, decided October 19, 1955, granted. 


MC-114194 (Sub-No. 1), Kreider Truck Service, Inc., Extension— 
Corn Products from St. Louis, Mo. decided October 25, 1955, 
denied. 

Extension of Routes or Territory 


MC-32588 (Sub-No. 2), Dan H. Sanford, Extension—Forty-one 
States, decided October 26, 1955, denied. 


MC-80638 (Sub-No. 4), W. G. Haulage Corp.—Extension—South 
Jersey, decided October 17, 1955, permit granted. 


MC-112497 (Sub-No. 32) Hearin Tank Lines, Inc., Extension— 
Huntsville, Ala., decided October 17, 1955, certificate granted. 


MC-95540 (Sub-No. 247), Watkins Motor Lines, Inc., Extension— 
California, decided October 31, 1955, certificate granted. 


MC-35628 (Sub-No. 191), Interstate Motor Freight System, Ex- 
tension—Forest, Ohio, decided October 26, 1955, denied. 


MC-61396 (Sub-No. 42), Herman Brothers, Inc., Extension— 
Nebraska-Colorado, decided October 26, 1955, denied. 


MC-28905 (Sub-No. 4), Risberg’s Truck Line, Extension—Yaquina, 
Oregon, decided October 31, 1955, denied. 


MC-75185 (Sub-No. 206) (and others), Service Trucking Co., Inc., 
Extension—Western New York, decided October 31, 1955, granted. 


Court decisions reviewing decisions of the Commission 


U. 8. v. Pierce Auto Freight Lines, 327 U. 8. 515 Border Express, 
Ine., v. U. 8. 129 F. Supp. 23. 


LE. (Prince) Wales v. U. 8. 108 F. Supp. 928, affirmed per curiam, 
345 U. 8. 954. 
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Brooks Transportation Co., Inc. v. U. 8., 108 F. Supp. affirmed 
per curiam 344 U. S. 804. we, 


Barcroft and Washington Co. v. U. 8., 103 F. Supp 
607. 


Aller & Sharp, Inc., 8 Fed Carrier Cases 80, 648. 
Smith’s Transfer Corp. v. U. 8., 9 Fed Carrier Cases 80, 848, 
C. E. Hall & Sons v. U. 8., 88 F. Supp. 596. 


20. What proportion of truck transportation is currently hauled 
by common carriers? Contract carriers? Irregular route 
carriers? Private carriers? ‘‘Exempt’’ carriers? 


The latest information available on the division of traffic between 
private and for-hire traffic rests on the survey by the Bureau of Public 
Roads in 1950. It showed 56.6 percent of ton-miles on main rural roads 
as for-hire and 43.4 as private. On the basis of revised figures, ton 
miles of class I-III intercity carriers were 38.0 percent of the total 
motor-vehicle intercity ton-miles in that year. If the division on local 
rural roads and of rural-to-rural traffic were the same as the division 
on main rural roads, as to neither of which is information available, the 
following distribution of all intercity traffic might be made. 


Percent of ton- 
For-hire: miles in 1950 
Class I, Il, and III intercity carriers 
Common 35.4 
Contract 2.5 


Total *38.0 
Other for-hire 13 18.6 


Total for-hire 56.6 
43.4 


Private 


Grand total 


18 The “other for-hire” group includes wholly intrastate operators, carriers 
of only commodities whose transportation is exempt under the law, and the inter- 
city and other rural-road operations of local class I, II, and III carriers. 

* Total does not add because of rounding. 


The Commission has requested the Bureau of Public Roads to obtain 
and it now is obtaining data from which a breakdown. in some detail 
of for-hire and private transportation can be obtained for the year 1955. 
The results will not be available until late in 1956. 

Compilation by type of operation has been limited to groups of 
carriers small in number but important in revenue. Available data 
for 1952 and 1953 as reported by the carriers are given below. 
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21. What is the line of distinction drawn by the Commission 
between regular and irregular route caval 


The leading decision on this subject is Transportation Activities of 
Brady Transfer and Storage Co., 47 M. C. C. 23. In the course of the 
discussion in this report the Commission considered various elements and 
characteristics of carrier operation, including, the maintenance 
schedules or their equivalent, operation on a pre-determined plan, the 
character of the traffic as truckload or less-than-truckload, the extent and 
character of the carrier’s solicitation, the maintenance of terminals an 
call stations, the use of fixed routes, and the periodicity of service, |, 
concluding its discussion of the subject, Division 5 said: 


Throughout our discussion we have repeatedly emphasized, and y 
do so again now, that none of the indicia, except possibly the observ. 
ance of definite published schedules, is, standing alone, necessarily 
conclusive. On the other hand, an operation marked or charg. 
terized by any substantial number of them, in combination, partic. 
larly some of them, permit of only one classification. We ar, 
however, reluctantly compelled to the conclusion that it is impossible 
in this case, or in any other, to lay down a general rule by whic 
the regular- or irregular-route character of all operations can lk 
determined. Too much depends upon the peculiar characteristig 
of each considered operation and upon the surrounding cireun. 
stances. We are convinced that each must be judged on its om 
peculiar facts. In our review of the various tests, we have hypo 
thesized operations characterized by practices which, though ordi- 
narily very significant, were completely outweighed by other unusul 
circumstances. - When this can be done, no general rule can kk 
framed to fit all cases. 


22(a) What is the distribution by size of carrier in terms of 
number of firms and volume of traffic? 


For motor carriers of property holding certificates or permits issued 
by the Commission, the distribution requested is, with figures rounded 
and with estimation from a sample of class II and III carriers: 


Distribution of number and operating revenue of Class |, II, and Ill 
motor carriers of property, Preliminary, 1954 


Number of Operating 
firms revenues 
Revenue Percent Amount Percent 
Number of total (millions) _ of teta 


Class |: 
Over $1,000,000 oo. 853 4.7 $2,952.1 623 
$200,000 to $1,000,000............ 1,747 96 873.6 184 
Class I, subtotal14.............. 2,600 14.4 3,825.7 808 


14 Variations in totals are the result of rounding. 
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35 Total is number of carriers after deductions for duplications, but is otherwise 
inclusive. 
= * Carriers which, because of the 3-year average rule or for other reasons, have 
not begun to report as class I. 

Source: Class I, compilation of reports; class II and III, sample of reports 
of carriers. 


(b) What classification by size of carrier has the Commission 
set up? What carriers are included in class I, class II, etc.? 


Through 1949, a class I carrier was one which had annual revenues 
of $100,000 or more on the average for three years; class II, $25,000 to 
$100,000 ; and class III, under $25,000. The respective figures for 1950 
and later years are: Class I, $200,000 and over; class II, $50,000 to 
$200,000 ; and class III, under $50,000. 

In addition, in the compilation of statistics from the annual reports 
of class I motor carriers, a special showing of data for the larger indi- 
vidual carriers (by name) has been made. These tables for the years 
1939 through 1947 covered carriers with annual operating revenues of 
over $500,000, for the years 1948 through 1952, of over $1,000,000, and 
for 1953, of over $2,500,000. Beginning with 1955, compilations of 
quarterly statistics, which previously covered all class I motor carriers 
of property, are confined to carriers with revenues of $1,000,000 or more. 


23. What are the more important operating, cost and profit com- 
parisons by size of carrier? 


There are approximately 18,000 motor carriers of property subject 
to economic regulation by the Commission. Class I carriers (see 
*22(b)’’) have filed annual reports since 1938; class II and III carriers 
filed such reports on a voluntary basis in 1939, 1940, and 1941, and 
since 1948 have filed such reports under order. Lack of staff has pre- 
vented the preparation of summaries of the later reports of the smaller 
carriers, though the reports have been sampled for the purpose of de- 
riving estimates that have received wide use and for other purposes. 
Estimates based on samples show, among other things, that class II and 
III carriers, intercity and local, have annual operating revenues of over 
$900 million. Some results of the sampling are given hereinafter. A 
summary of the 1940 and 1941 returns showing revenues and expenses 
and other information by size of carrier as measured by number of 
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power unit operators was published. Copies are not attached as oom. 
parable data for a later period are not available to provide an indication 
of trends. It is necessary, therefore, to confine the answer to this ques. 
tion to such summaries of class I data as are available. 

No summary of the details of costs, such as transportation or tery). 
nal expense, is available by size of carrier. Tons carried and vehicle. 
miles vary roughly with revenues, as to which, of course, certain break. 
downs by size of carrier are available. Expense per vehicle-mile by gin 
of carrier would provide useful information, but adequate data are no} 
readily available. For profit comparisons it is possible to use the oper. 
ating ratio. This ratio is the percent of operating revenue absorbed by 
total expense. ‘‘Total expense’’ includes operation and maintenang 
expenses, depreciation, operating taxes and licenses, and operating rents, 
A ratio of 94 percent, for example, signifies that of each dollar of oper. 
— revenue 6 cents are available for fixed charges, income taxes, and 
profit. 
The table herewith, from an unpublished study, relates to common 
earriers of general commodities. This group usually is considered of 
greatest interest from the regulatory standpoint. Comparisons of 1948 
and 1952 data are affected by the increase from $100,000 to $200,000 in 
the minimum revenue required for qualification as a class I carrier (see 
**22(b)’’ above). The data for the five carriers shown as having less 
than $200,000 of revenue in 1952 are of little significance. 

The data for 1948 appear to indicate that carriers with the larger 
revenues had a more favorable operating ratio than the carriers with 
smaller revenues. The ratio averaged 95.2 percent for the $200,000. 
$500,000 group and was 93.9, 92.7, 93.0, and 92.4 for the succeeding four 
groups. In 1952 there was less difference; the ratios were 96.3, 95.9, 
95.4, 95.1, and 95.5, respectively. 
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24. What is the elasticity of demand for truck transportation in 
typical commodities and commodity classes? 


Elasticity of demand ‘‘is a measure of the relative change in amount 
urchased in response to a relative change in price .. .’’ (A. L. Meyer, 
Elements of Modern Economics, p. 45). As the factor of substitution 
of services is prominent in transportation, the following definition also 
may be cited: ‘‘The rate at which one factor of production will be sub- 
stituted for another in response to change in their relative prices is 
called the elasticity of substitution of the factors.’’ (p. 135). 

These concepts of the theory of elasticity require, in their applica- 
tion to concrete situations, more knowledge of the relevant factors than 
commonly is available. 

In the present connection, elasticity of demand signifies that a re- 
duction in rates will result in a greater volume of traffic (and revenue) 
and, conversely, that an increase in rates will reduce the volume of traffic 
(and revenue). If traffic volume (or revenue) is not influenced by 
either an increase or reduction in rates, the demand is inelastic. 

Motor carriers subject to the Commission’s jurisdiction have op- 
posed furnishing reports of commodities carried and the revenue there- 
from. The basic data for a study of elasticity in this field therefore are 
lacking, so far as the Commission’s statistics are concerned. The matter 
of requiring such reports from class I motor carriers remains for final 
disposition. 

Even if such data were available, it would be necessary to consider 
the effects of numerous factors which enter into an explanation of what 
happens after a change is made in rates. These factors include, in par- 
ticular, changes in the rates of competing regulated or exempt carriers 
or in the use of private carriage and also changes in the volume of goods 
available for transportation. Factors which affect volume include cli- 
matic and general economic conditions, the situations of particular ship- 
pers, and changes in marketing practices, such as greater or less use of 
distribution warehouses (which favor use of rail transportation for long 
hauls) or decentralization of production in a desire, among other things, 
to reduce transportation costs. It is very difficult to obtain data to 
permit determination of the effects of these and other factors. 

Data provided by the one-percent waybill random sample of car- 
load waybills are being used, along with other data, in a study by the 
Commission’s research staff of the effects of changes in railroad rates 
on volume and revenues. No conclusions have been reached as yet and 
it is not presently possible to state how far such conclusions as may be 
reached could be considered applicable to motor transportation. 

It may be added, in this connection, that transportation charges 
vary in a wide range as factors in the prices of commodities. The at- 
tached copy of Statement No. 550 of the Commission’s Bureau of Trans- 
port Economies and Statistics shows, at page 7, that rail freight charges 
ranged in 1953 in percent of wholesale prices at destination from 0.25 
percent in the case of airplanes, aircraft, and parts to 54.08 percent in 
the ease of industrial sand. It is evident that, say, a 10-percent increase 
or decrease in charges on airplane parts would have little or no effect on 


volume transported, though if one group of carriers advanced their Tates 
by this amount and another group did not, there normally would by, 
tendency, at least, to shift the traffic to the carriers with the lower ates 
if service conditions permitted. On the other hand, a 10-percent incregy 
in the rates on commodities in which rates already represent over ha} 
of the wholesale price at destination would lead to efforts to readjuy 
operations, as by limiting sales efforts to shorter hauls, with a reduetio 
in total volume shipped. 

While the data available do not provide ready proof that such jy 
the case, motor carriers subject to the Commission’s jurisdiction hay, 
somewhat more traffic, relatively, in which the demand is inelastic, 
relatively so, than do railroads. That is, motor carriers subject to the 
Commission’s jurisdiction transport more traffic in which the freight 
charges are a relatively small part of delivered price than do the rail. 
roads, each in terms of total traffic carried. Thus, except on short hauk 
motor carriers transport very little bituminous coal, for which the ratip 
of rail charges to wholesale value was 40.33 percent in 1953, and pr. 
portionately more cigarettes and liquor than the railroads do. The fact 
that in 1954 (preliminary) the average revenue per ton-mile was 5,98? 
cents for motor carriers and 1.421 cents for railroads is a reflection ip 
part of these differences in the proportions in which high and low grate 
commodities are carried. These averages, however, must be used with 
some care. Thus, of the tons originated by larger class I motor carriers 
in 1953 about 54.3 percent were less-than-truckload and therefore bore 
higher rates than apply, as a rule, on truckload shipments, whereas for 
railroads less-than-carload tons represented only 0.6 percent of total tons, 

Statistics on commodity movements by truck and rail collected 
under the auspices of the U. 8S. Department of Agriculture have been 
analyzed on a number of occasions in ways which are of interest her. 
The May 1954 issue of Marketing and Transportation Situation, reported 
that a reduction in rail rates was accompanied by a marked shift of 
fresh citrus fruit from motor to rail transport. Also, a study made 
by the Agricultural Experiment Station at Gainesville, Fla., found 
that a decrease on November 1, 1950, in rail freight rates was accom 
panied by an increase of 16 percent in rail shipments in November 195) 
over that month in 1949 in percentage of total volume of citrus shipped 
to the affected cities, whereas no such increase occurred as to points 
where no such decrease in rates was made. However, quality of service, 
type of container used, origin area of the shipments, region of desti 
nation, size of the destination city, method of sale, seasonality of move- 
ment, and type of purchaser were factors in choice of means, as wel 
as, in the cost of transportation.’* A study of grain movements in the 
Southwest also found that lower rates were a factor in the choice of 
movements by truck to market in that area. A tabulation of rail and 
motor rates was included in the study, but other factors again were 


18M. A. Brooker and K. M. Galbraith, Factors Influencing the Method of 
Transportation Used in Marketing Fresh Florida Citrus, Agricultural Experiment 
Station, Gainesville, Florida, September, 1954. 
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found to exist. The same may be said of a study of the transportation 
of apples which listed among the advantages of shipping by truck the 
better and faster service, lower rates, less handling, flexibility in size 
of shipments, less loss and damage, flexible stop-off service, and prompter 

yment of claims, with major disadvantages (among others) listed 
as less reliability, more loss and damage, inadequate service on exports, 
and lack of uniform rates.° Still another study, of the transportation 
of Florida frozen orange juice concentrate, found that trucks were 
used to open markets and, when the market was developed to take 
yolume shipments, the cheaper volume rates by rail would attract and 
take over traffic formerly, or at first, moved by trucks.”4 

Repeatedly, the matter of motor-carrier rates in rail rate cases, and 
of rail rates in motor-carrier rate cases, has come up in cases before the 
Commission. Further, the vast volume of unregulated for-hire and 
private inter-city motor-vehicle traffic, comprising in 1950 somewhere 
around 60 percent of the total, testify to that important competitive 
element in setting motor-carrier rates. Data are not available to 
indicate to what extent lower rates would divert such traffic to regulated 
motor carriers or the contrary effect of higher charges. 

In short, lower rates are known to have attracted traffic both from 
and to the trucks, including agricultural products (as stated above) 
and also automobiles and steel, but other factors are known to be present 
and important. 


25. To what extent do the Commission’s route, commodity, and 
other restrictions promote adequacy of motor carrier freight 
service? To what extent do they promote efficiency of service? 


To what extent do they result in lower rates to shippers and 
consumers? 


We believe that the system of licensing motor carriers by routes, 
commodities and other matters, as provided in the Interstate Commerce 
Act and administered by the Commission, promotes adequacy and 
eficiency of service, (1) by establishing clearly and definitely the scope 
of the duty of motor common carriers to render safe and adequate service 
as provided in section 216(b), which duty may be enforced through 
sections 204(a)(1), 204(c) and 212(a); (2) by limiting the number 
of carriers to that reasonably required in the public interest, it helps 
to avoid cut-throat and destructive competition and to maintain a sound 
economic condition among the carriers, a sound economic condition 


19W. J. Hudson and E. K. Henschen, The Transportation and Handling of 
Grain by Motortruck in the Southwest. Production and Marketing Administration, 
Department of Agriculture, May, 1952. Another study which may be mentioned 
here is: D. E. Church, Effect of Increases in Freight Rates on Agricultural Products, 
Department of Agriculture, Circular No. 847, April, 1950. 5 

20 J. R. Snitzler, Transportation of Apples in the Appalachian Belt, 1952-53. 
Agricultural Marketing Service, August, 1954. ; 

21M. R. Burchell, Transportation of Florida Frozen Orange Juice Concentrate, 
Agricultural Marketing Service, May, 1955. 
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being essential to the ability of carriers to provide safe and adequate 
facilities, properly maintain its equipment, and continue cargo anj 
public liability insurance, all being necessary to the furnishing ¢ 
adequate and efficient service; and (3) by limiting the carriers per. 
forming a given service to a reasonable number, the spreading of traf 
too thin for economical operation is sought to be avoided and an oppor. 
tunity is afforded carriers to obtain a sufficient amount of traffic t) 
enable efficient operation with reasonable loads and schedules. 

To the extent that the licensing of carriers with respect to ro 
territories and commodities promotes efficient operation, the long-m 
effect should be in the interest of lower rates to the public. It should 
be stated, however, that without any restrictions competition would 
become so severe that reductions of rates below cost would result with 
consequent failures or abandonments. This may enable some shippex 
to receive sporadic services at lower rates than under the present system, 
but these advantages to some shippers would be at the expense of the 
operators and indirectly upon the public in the form of highway agg. 
dents resulting from the failure to maintain equipment, unpaid log 
and damage claims, and irregular and unreliable service. Even under 
the present system of regulation competition is so severe that there is 
a strong tendency towards reducing rates below cost. 


26. How many certificates of convenience and necessity granted 
by the Commission contain route restrictions? Commodity 
restrictions? Other restrictions? How many (percentagewise) 
of the certificates contain general commodity authorizations! 
How many special commodity authorizations (1, 3 or less, 6 
or less, etc.)? What percentage of the general commodity 
authorizations contain specified exceptions? How many of 
such authorizations contain 1, 2, 3, 4, 5, 6, etc., exceptions? 


We have no figures available as a basis for answering these ques 
tions. To compile such figures would require a study of all the operating 
authority descriptions in all certificates issued by the Commission. The 
number of such operating authority descriptions, it is believed, exceed 
100,000 and may exceed 200,000. Even if the funds and the employees 
were available for such a study, it could not possibly be compiled within 
the time the Committee desires the information. The Commission las 
never issued certificates and permits authorizing stereotype forms of 
operations. Under the grandfather clauses it authorized operations 
according to the operations conducted by the carriers on the critical 
dates, whatever they were, and under the public convenience and neces 
sity and consistent with the public interest provisions it has issued 
certificates and permits authorizing whatever operations appeared to 
be warranted by the record and the evidence. The operations which 4 
carrier is authorized to conduct, therefore, is individual and does not 
necessarily fall within one of a limited number of categories. Many 
carriers have several types of authority, ie., regular route, irregular 
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route, general commodity, special commodities, ete. These various types 
of operating authority may have been issued to the carrier by the Com- 
nission or they may have been acquired through the purchase of existing 
rights held by other carriers. : ; f 

Routing is specified, generally, in certificates in which the carrier’s 
pusiness is the serving of points along specified highways. The specifi- 
cation of routes serves to limit the carrier’s operations to those high- 
gays and, generally, through the grant of authority to serve interme- 
diate points, as a designation of the points at which service is authorized. 
Section 208(a) of the act provides for the specification of routes in 
wrtificates and the definition of a common carrier in section 203 (a) (14) 
distinguishes between regular and irregular routes. As previously 
stated, we have no practical way of determining the number of certifi- 
eates in which routes have been specified. 

All certificates except a very small number, possibly less than 25, 
have some limitation upon the commodities that the carrier may trans- 
port. These few carriers who have authority to transport ‘‘general 
commodities’? without any commodity exceptions or limitations are 
authorized to do so and have the duty to provide upon reasonable request 
ay and all types of service, including household moving, tank truck 
grvice in the handling of all types of commodities, the handling of 
articles which because of size or weight require special equipment. Few 
motor common carriers desire to assume this broad obligation. The 
usual exceptions to general commodity grants, therefore, were largely 
included in accordance with the desires of the applicants rather than 
imposed by the Commission. The exceptions frequently included in 
w-called general commodity certificates are, those of unusual value, 
dangerous explosives, household goods as defined in Practices of Motor 
Common Carriers of Household Goods, 17 M. C. C. 467, commodities in 
bulk, commodities requiring special equipment, and commodities in- 
jurious or contaminating to other lading. 

Where the scope of a carrier’s grandfather operations or the evi- 
dence submitted by an applicant does not establish the right to com- 
modities of a scope which would warrant a description ‘‘general com- 
modities’’ with specified exceptions, the certificate specifies the one or 
more classes of commodities which the carrier may transport. We have 
no figures showing the number of carriers whose certificates use the 
term general commodities and how many describe the commodities in 
terms of specified classes of commodities. Many carriers have both types 
of certificates, or both types in the same certificates, the different descrip- 
tions, of course, applying to different territories, points, or routes. 
These various types of commodity authorizations may have been issued 
under the grandfather clause, by grants upon proof of public conveni- 
ence and necessity, or through purchase of certificates of other existing 
carriers, 

There are relatively few limitations upon common carrier service 
other than with respect to territory, routes, points and commodities. 
Special descriptions of operations have been used in the case of auto- 
mobile transporters. When the Motor Carrier Act 1935, became effective, 
the Commission found that there existed in the industry a distinction 
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between ‘‘initial movements’’ (movements of new cars from factories) | inspect 
and ‘‘secondary movements’’ (other movements of automobiles), Ty, § substat 
Commission accepted the existing distinction and it has been follows | and ar 
in authorizing the transportation of automobiles. In order to alloy § sion b: 
certain carriers to continue to render a complete service to certain § operati 
5 industries they were serving, certificates have been issued authorizj cover a 
the transportation of ‘‘machinery, materials, equipment and supplies A 
be used in or in connection with the construction, operation, repair, ete, A 
of pipe lines, including the stringing or picking up of pipe”’ ete, com. § shipper 
: modities produced or dealt in by certain types of manufacturers, pack. § is n0t | 
inghouse products and supplies, ete. Special limitations upon servic. § ment s 
have been imposed in granting motor carrier certificates to railroads or | is not 
to motor carriers subsidiaries for the furnishing of substituted motor § into th 
for rail service. Certificates issued to carriers engaged in household § enforce 
moving services denote special types of operations, different from ordi. § shippet 
nary merchandise hauling. As previously indicated, we do not have § of othe 
data showing the number of such restrictions. carrier 
27. How does the frequency of each of the above restrictions vary he 
as between different types and sizes of motor carriers? ood ; 
We have no figures on these matters. Based upon our general reasons 
knowledge, however, it may be said that the size of the carrier has no § lation » 
bearing upon the type of certificate that is granted. the car 
There is, to some extent, a relationship between the commodities § in the | 
authorized and the territorial or regular route type of operations. § continu 
Although there are irregular route motor carriers of general commodi- § restraiz 
ties, such commodity authorizations tend to be regular route operations § by the 
On the other hand, special commodity authorizations tend to be irregular § and, if 
route in character. Carriers of household goods, for example, may have § srvice 
authority to operate throughout the United States because such com- § mission 
modities may at any time move from any point to any other point. § to judi 
Similarly other special commodity operations such as the transportation In 
of gasoline, commodities which because of size or weight requires special § a proc 
equipment, automobiles, and various classes of commodities requiring § possibl 
tank trucks generally are irregular route operations. be rev 
determ 
an 
28. What techniques are available to the Commission for the § ito, y 
enforcement of its commodity restrictions? How are these § hearin, 
techniques used? Illustrate with typical examples. Each ¢ 
The same techniques are available for the enforcement of com- 
modity restrictions that are available for the enforcement of territorial 
limitations and other requirements of the act. The Commission’s staf #2. I 
does not have authority to take persons into custody. It has no regular @ 
staff corresponding to highway police although supervisors and safety @ 
inspectors may interview drivers at stops enroute and may examine t 
vehicles at such stops. They do not, however, halt vehicles on the v 
highways in the manner of traffic policemen. that it 


Evidence of violations may be received in several ways. Under 
section 220 of the act authorized employees of the Commission may 


is 


inspeet records and properties of carriers subject to regulation. A 
substantial source of information regarding violations of commodity 
and area limitations in certificates are complaints made to the Commis- 
sion by competing carriers. Carriers are informed regarding the 
operating rights of other carriers in their area and they quickly dis- 
cover and complain of unauthorized transportation. 

A typical enforcement action may be described as follows: 

A complaint is received from carrier A that certain traffic of a 
shipper which A formerly handled, is being transported by B who 
is not authorized to transport that traffic. The Commission’s enforce- 
ment staff will check B’s authority and if it is of the opinion that B 
is not authorized to perform the alleged service it will proceed to look 
into the matter and perhaps gather evidence which may be used in an 
enforcement proceeding. This evidence may be the records of the 
shipper, the consignee, or the carrier or it may be testimony or records 
of other persons. An attempt is made to obtain an explanation from 
carrier B. If it should appear that the violation by B was ‘‘knowingly 
and wilfully’’ committed, the Department of Justice may be requested 
by the Commission to prosecute to recover penalties. On the other 
hand, if it appears that the handling of this traffic was caused by a 
reasonable mistake or misunderstanding, in other words, that the vio- 
lation was not ‘‘knowing and wilful,’’ the matter will be explained to 
the carrier but no punitive action will be taken. If the carrier persists 
in the belief that it is authorized to perform the service and intends to 
continue to do so, a civil action may be instituted in the courts to 
restrain further handling of this traffic or a proceeding may be instituted 
by the Commission to enable the Commission to pass upon the matter 
and, if appropriate, issue an order requiring the discontinuance of the 
service. In such a proceeding, the burden of proof is upon the Com- 
nission’s enforcement staff and any order of the Commission is subject 
to judicial review. 

In some cases, such as those involving repeated wilful violations 
a proceeding may be instituted by the Commission with the view to a 
possible revocation of the carrier’s certificate. Before a certificate may 
be revoked, it is necessary for the Commission, after a hearing, to 
determine that the carrier has violated certain requirements and issue 
an order requiring it to discontinue the violations. If the carrier there- 
after wilfully violates this order and that fact is established at a further 
hearing, the Commission may suspend or revoke the carrier’s certificate. 
Each of these orders is subject to judicial review. 


3%. Do the Commission’s commodity restrictions result in empty 
or partial-load return trips? hare pe what is the extent 
of empty or partial-load return trips? at is the impact on 
the carriers affected? 


We have no figures on these matters, but the Commission believes 
that its handling of these matters has tended to preserve a sound eco- 
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nomic condition among the carriers which is a condition precedent to the 


maintenance of an adequate and efficient carrier service in the interest Dut not 
of shippers and the general public. The commodities which a carrie, § “isting 
is authorized to transport are not determined arbitrarily or casually § 'y © 
but only after opportunity for a hearing at which all interested § the fur 
persons, the applicant, competing carriers, shippers, and others, may C 
explain what the effect will be of any proposed grant or limitation, § ‘the 5¢! 
._. Any uneconomical or unfavorable effects upon the interested persons The 
most likely will be developed upon the record. The action of the Com. § 2 the f 
mission is based upon this record. the scop 
The fact that vehicles may be moved empty or partially loadeq § “tract 
does not necessarily have any relation to operating rights. Probably § "°¥ s 
in few situations is the traffic between two points or areas exactly the § 2: 8., 3 
same in each direction. In some instances the predominant traffic jp 
one direction may be seasonal but well distributed in the other direction, 
This may result in empty movements in one direction for a portion of 31. V 
the year and empty movements in the opposite direction at other times, W 
All of these possibilities are considered with reference to the particular The 
location in passing upon applications. The possibility that the issuance be ansv 
of additional operating rights will so divide the traffic that all carriers f perh: 
will operate with part loads or with considerable empty mileage is oithes 
frequently presented. The 
wually 
30. What is the statutory basis for the Commission’s commodity § ¥4Y °P' 
restrictions? special | 
ties, or 
Section 203(a) (14) states: same ty 
The term ‘‘common carrier by motor vehicle’? means any person "#2SP° 
i which holds itself out to the general public to engage in the trans jg "U°K © 
portation by motor vehicle in interstate or foreign commerce of 
: passengers or property or any class or classes thereof for compen- T re 
sation * * *. (underscoring added). é dir 
e This is a recognition of the common law rule that a person may be a @ originat 
e common carrier of only one or a limited number of commodities and J grandfa 
4 not of others. See 13 C. J. S. 30 and 10 C. J. 41, and cases cited therein. § of traff 
: At the latter citation appears the following statement: cumstar 
- A earrier is not bound to carry for every person tendering goods 
Sy of any description but its obligation is to carry according to its $32. W 
public profession. As otherwise expressed a common carrier may hi 
hold itself out to the public as being a carrier of special articles As 
only, and, if it is only engaged in the carriage of such articles it | 
is under no obligation to carry other things. Also it may hold itself Pig 
out as a carrier of freight generally prepared for carriage in 4 tt , 
particular way, in which case it will not be bound to carry except a pas 
to the extent and in the manner proposed. ng 
The last quoted sentence relating to packing expresses the background § ut to i 


for interpreting the act as authorizing the issuance of certificates for 


/ 4 


the transportation of freight in bulk in tank trucks or in dump trucks, 
hat not in packages, and vice versa. It also is the background for 
‘stinguishing between the transportation of articles of household use 
by carriers of general freight in the usual manner of such carriers and 
the furnishing of household moving services by specialized household 

earriers. Section 208(a) also requires certificates to specify 
“the service to be rendered’”’ by the carrier. 

The language of section 209(b) that ‘‘The Commission shall specify 
in the permit the business of the contract carrier covered thereby and 
the seope thereof * * *’’ is deemed to be authority for the limitation of 
entract carriers with respect to commodities and other matters. This 
view is supported by the decision of the Supreme Court in Noble v. 
U.8., 319 U. 8. 88. 


31, What percentage of carriers have no-return authorizations? 
What percentage of carriers have limited-return authorizations? 


There are no statistics available from which these questions may 
be answered. To compile such figures would require the examination 
of perhaps 100 to 200 thousands of separate grants of authority in all 
certificates and permits. 

The Commission has been aware of the fact that one way operations 
wually are not profitable except when special circumstances exist. One 
way operations are common in the handling of commodities requiring 
special equipment suitable for the handling of few or no other commodi- 
ties, or where the movement of such commodities or those requiring the 
same type of equipment is in only one direction. Examples are the 
transportation of automobiles from automobile factories, many tank 
truck operations, and other specialized services. Many contract carriers 
are required by their customers to serve only them, and the pattern of 
many carriers is to specialize in certain types of hauling. 

Few carriers of general freight are authorized to transport in only 
me direction. When such exist, the certificates or permits may have 
originated in the grandfather clause and represent the pattern of the 
grandfather operations and they may exist where there is an unbalance 
of traffic between two points or territories, or from other special cir- 
cumstances. 


32, What percent 
haul limitations 


As stated in the answer to question 31, no figures on this subject 
are available. There are some such authorizations but it is not believed 
that the number or the extent of limitations is large. When such limi- 
tations have been imposed it, no doubt, was believed that this action 
was in the public interest. The usual reason for imposing such a limi- 
tation would be that the public is now receiving adequate service and 
not to impose the restriction would injure another carrier which needed 


of the non-specialized carriers have return 
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this traffic to maintain its operation in serving the public in this or 


other operations. To the extent that such limitations exist, it is believed es 


¥ that a large percentage originated under the grandfather clause ang = 
: reflected the pattern of the operations conducted by the carrier or jt, (qr 
; predecessor on the grandfather date. 
The! 
| 
: 33. What percentage of routes (by number and mileage) is subjeq § {2° 2U 
to return haul limitations? 
’ As indicated in the answer to question 31, figures on this matter pt c 

are not available. A typical regular-route carrier is one which furnishes § jces. 

a general freight service along a highway, transporting in both direc. §j transpor 
tions, and frequently operating on schedule or rendering very frequent § omitting 
y service. There are, however, exceptions. Some special commodity car. fj Also we 
riers, the nature of whose operations is a one-way service because of the @ relativel’ 
: character of equipment used or other reasons, also operate over regular @yhich g 
routes. In some instances the backbone of a carrier’s operation may be fof opera 
. transporting large quantities of a certain commodity in one direction, 

while on the return trip it may transport whatever, if anything, is avail. 

able. This may result in different commodity authorizations in different 93, W 

directions. In some instances operating authorities may not be symmet- im 

rical because the carrier is engaged in transporting private or exempt tio 


traffic in one direction and transporting under a certificate entirely or 
primarily only in the opposite direction. The unbalance of the potential 
traffic between two points or areas may be a factor resulting in w- 
symmetrical operations. 

We would like to.point out that while the Commission always bears 
in mind the desirability of two-way hauls in the interest of efficiency and 
economy, it has not issued certificates tailored to conform to any pre- 
formed doctrine but it has undertaken to determine the needs in the 
public interest in each situation that is presented, and in accordance 
with the evidence. No standardization of policy as to authorizing return 
hauls and other matters because, to paraphrase the language of the 
Supreme Court in Securities Commission v. Chenery Corporation, 332 
U. S. 194, 203, used in another connection, the problem of the nature 
and extent of the operating authority that may be needed is ‘‘so spe- 
cialized and varying in nature as to be impossible of capture within the 
boundaries of a general rule.’’ , 
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34. How do the above percentages (questions 31, 32, 33) differ 
as between different size classes of carriers? 


No figures are available, but, as stated above, the operating authority 
granted is in accord with the evidence in the case, whether under the 
grandfather clause or upon proof of public convenience and necessity. 
In either instance the size of the carrier is not a fact which determines 
whether the application is granted or denied. 
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What kind of restrictions does the Commission impose as 
to the kinds of containers in which authorized commodities 


and may be carried? Cite some typical examples. How extensive 
r its (quantitatively) are these restrictions? 
There are few operating authority restrictions with respect to the 
cking of the commodities authorized to be transported. One such is 
the authority granted some motor carriers to transport unpacked new 
ject furniture. This was recognized in the trade as an undertaking, separate 
and distinct from the ordinary transportation of packed furniture by 
atter ff general commodity carriers and as different from household moving serv- 
ishes Mices. We have, of course, limited grants of operating authorities to 
iree- Mtransport bulk commodities, such as in tank trucks or dump trucks, 
uent Momitting authority to transport the same commodities when in packages. 
car- MAlso we have distinguished between household moving services in which 
f the [relatively little packing is required, and general freight services in 
rular Myhich goods must be in condition for safe transportation in that type 
y be operation. 
tion, 
vail. 
rent 936, What kind of “in season’ restrictions does the Commission 
met- impose? How extensive (quantitatively) are these restric- 
— tions? What size class of carrier is primarily affected? 
val A few certificates and permits authorize service only during certain 
un. @easons. No figures are available, but there are few passenger operations 
in which the carriers desired to assume the obligation to furnish service 
nears aly during vacation seasons. There also are a very few seasonal motor 
and (carrier operations based upon the fact that navigation on the Great Lakes 
pre- js seasonal. As an example, a carrier transporting automobiles from 
: the Mfactories in the Great Lakes region may desire one form of authority 


during the open navigation season because the automobiles will move in 
part by water, while during closed season of navigation it may transport 


> the Mdirect from the factory. In at least one instance the Commission has 
, 332 jssued all-the-year authority where the carrier’s grandfather rights and 
sture @its application were only for seasonal operations. The Hudson Bus 
spe- /ransportation Co., Inc., 46 M. C. C. 9; Boulevard Transit Lines Ine. 


8., 77 F. Supp. 594. 


37. What kind of “‘size-of-shipment’”’ restrictions does the Com- 
mission impose? How extensive (quantitatively) are these 
restrictions? What size class of carrier is primarily affected? 


_ In the early days of the act, some certificates and permits were 
sued (probably mostly under the grandfather clauses) authorizing 
transportation only in truckloads or in quantities of not less than 10,000 
pounds. Some of these were irregular-route carriers who offered a sort 
if taxi freight service and would not accept a shipment unless it earned 
sufficient revenue to warrant the round trip. Other carriers desired to 
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handle only truckloads on the theory that this was the most profitable 
type of traffic because it avoided the expensive terminal services, eolleo, 
tion and delivery, billing and collecting for small less-than-truckioag 
shipments. This type of authority is not now generally favored on the 
theory that the carriers should furnish a complete service in the handjj 
of all size shipments. 

There are also a few carriers who specialize in parcel service such 
as making deliveries for department stores in areas around cities such 
as Philadelphia and New York City. 

In some unusual situations the Commission still may issue certif. 
cates or permits with size-of-shipment descriptions, but it is not believed 
that the total outstanding operating authorities of this kind is important, 


38. What type of restrictions does this Commission impose with 
respect to shipper groups that a carrier can deal with? How 
extensive (quantitatively) are these restrictions? What size 
class of carrier is primarily affected? 


In some instances permits issued to contract carriers have authorized 
transportation only under contracts with persons engaged in certain 
types of business. Such restrictions have not limited a carrier to serv. 
ing any named shipper; only certain types of shippers, such as wholesale 
groceries or packinghouses. The purpose of such limitations was to 
authorize a general contract carrier service for a particular type of in- 
dustry, including supplies, equipment and materials used by that in- 
dustry as well as its products. Such operations were found, under the 
grandfather clause, ‘to exist. This type of contract carrier authority was 
approved by the court in Noble v. U. 8., 319 U. S. 88. Some contraet 
carriers are authorized to transport such classes of commodities as 
packinghouse products and supplies (Dart. 54 M. C. C. 429, affirmed, 
Dart Transit Co. v. U. S., 100 Supp. 876,. 345 U. 8. 980. Perhaps most 
contract carrier permits contain no limitations such as those mentioned, 
but merely authorize the transportation of a class of articles as in the 
ease of common carriers; however, no figures of the numbers of these 
various types of permits is available. 

With the exception of possibly a few instances in which a common 
earrier has been authorized to perform a service for the United States, 
common carriers are never granted authority to serve only a class of 
shippers. In some instances common carriers have been authorized to 
transport classes of commodities such as, ‘‘such general merchandise as 
is dealt in by wholesale and retail grocery stores.’’ Such certificate 
descriptions denote a class of commodities rather than a limitation of 
the carrier to serving wholesale and retail grocery stores. Sanders, 47 
M. C. C. 210. A few certificates have been issued authorizing motor 
common carriers to transport property ‘‘which are at the time in the 
primary custody of and moving on bills of lading of a railway express 
company.’’ There also has been issued a very small number of certifi 
eates authorizing the transportation of commodities, ‘‘which are at the 
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time moving on bills of lading of freight forwarders.’’ These last two 
classes were intended to provide service in the handling of express and 
freight forwarder traffic. Certificates authorizing only service auxiliary 
and supplemented to rail service have descriptions intended to accom- 


plish that limitation. 


39. What percentage of regular route carriers are barred from 
serving “intermediate points’? What percentage of such 
carriers have the right to service only specified intermediate 
points? 


We do not have available figures as to the number of regular route 
earriers which are not authorized to serve intermediate points or which 
are authorized to serve only certain intermediate points. What are 
intermediate points and what are terminal points depends upon the par- 
ticular motor carrier operation. Buffalo, Detroit and Cleveland may be 
intermediate points if the carrier is operating between New York and 
Chicago, but there will be many other carriers operating between two or 
more of these points. Motor carriers, generally, desire to serve inter- 
mediate points which are substantial sources of traffic of the kind han- 
died by them. On the other hand, carriers may not desire the burden 
of serving small intermediate points which offer only a small amount 
of traffic. The serving of such points may increase the carrier’s operat- 
ing cost beyond the revenue received from the added traffic and may 
impede and slow-up the carriers operation between the important points 
which are its principal sources of traffic. The Commission always has 
recognized the right of these small intermediate points to transportation 
service and in some instances it has imposed the duty of serving such 
points by including it in the carrier’s certificate even though this 
authority was not sought. It has been upheld by the courts in so doing. 
Chieago, St. P. M. & O. Ry. Co. v. U. S., 322 U.S. 1. Whether a certifi- 
cate shall include authority to serve intermediate points is determined 
by the facts and the evidence in each particular case. 


40. What is the impact of the above restriction on various size 
classes of carriers? Does the impact vary as between regular 
and irregular route carriers? 


We would like to insert a brief comment on the use of the word 
“restriction’’ in these questions relating to operating authorities. If a 
carrier were authorized to transport general commodities, without any 
exceptions or limitations, between all points in the United States, it 
would not be subject to any ‘‘restriction.’’ Any grant of authority less 
than that might be referred to as being subject to a ‘‘restriction.’’ Ap- 
parently, it is in this sense that you have used the word ‘‘restriction.’’ 
It is not believed that any motor carrier would undertake to furnish 
transportation service without restriction. In the absence of licensing 
regulation each carrier would impose its own restrictions. That has been 
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the practice in the absence of regulation. No doubt these gelf imposeq 
limitations would include restrictions as to points, territory, as to com. 
modities, and perhaps other matters. A more appropriate use of the 
term ‘‘restriction’’ probably would be with respect to the difference 
between the operations which a carrier desires to conduct and those 
which it is authorized to conduct. Many certificates and permits issued 
by the Commission grant only limited operating rights, but these limited 
grants do not necessarily imply restrictions, for they may be all the 
earrier desires to conduct. Whether this is true in any particular jp. 
stance can be determined only by examining the record in which the 
grant was made, or by ascertaining what the carrier would do if there 
were no licensing provisions in effect. In some instances, licensing oper- 
ates to require common carriers to conduct operations they do not desire 
to conduct. 

We have no specific data on the impact of the licensing provisions 
upon carriers of various sizes nor upon regular and irregular route 
carriers. We have no doubt, but that this aspect of regulation is bene- 
ficial to all sizes and classes of motor carriers, as well as to competing 
forms of transportation, and to the public served by them. 


41. How many applications are pending to eliminate “waste” 
mileage resulting from circuitous routes specified in certifi- 
cates? What is the Commission’s estimate as to the total 
waste mileage involved in such applications? 


We regret that this information is not available. There was pend- 
ing before the Commission on October 31, 1955, 2604* applications 
under sections 207 and 209, which would include those seeking authority 
to use alternate routes to reduce mileage. These applications are not 
classified as to the types mentioned in the question and the only way 
in which the number of this type may be ascertained, would be to 
analyze each of these applications. There are, no doubt, a number of 
such applications pending. 

On June 28, 1955, the Commission adopted regulations which, to 
some extent relieves carriers from strictly following their specified 
routes where they desire to use other highways for reasons of operating 
convenience and economy. A copy of this order, entitled ‘‘Rules and 
regulations governing the use of relocated, renumbered, and alternate 
highways, deviation from authorized routes and deadheading of empty 
vehicles, etc.,’’ is attached. For convenient reference one paragraph 
(§ 211.1(¢)(8)) concerning the use of alternate routes is quoted: 


(8) ‘‘Alternate route for operating convenience only ’’—Where a 
motor carrier is authorized to operate over a regular service 
route parallel to other highways which afford a reasonable 


* 1906 heard, ready for hearing or being handled on no-hearing procedure, 
309 not yet ready for hearing, and 309 decided and awaiting the issuance of certifi- 
cates or permits. 
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direct practicable route between points on the regular service 
route, it may use such other highway as an alternate route for 
operating convenience only (with no service at intermediate 
or off-route points in connection therewith), subject to the 
‘‘General Conditions’’ outlined in paragraph (d) below, pro- 
vided the distance over such alternate route is not less than 
90% of the distance over the carrier’s authorized regular service 
route. 


Since the adoption of this regulation a substantial number of pending 
applications for the use of alternate routes have been withdrawn or 
dismissed on the ground that this regulation allows the carrier to do 
what it desires without the necessity of obtaining a change in its certifi- 
cate or permit. } 

We have no basis for making an estimate of the additional miles 
that trucks may traverse in following the authorized regular route 
rather than traveling the shortest route. It should be understood, how- 
ever, that where a carrier has a route which is circuitous, it usually is 
because the carrier serves points along that route, the circuitous route 
being established pursuant to an application of the carrier or its 
predecessor, in order to include certain points desired to be served not 
on the most direct route. The savings would occur only as to such 
truckloads as the carrier may have to move between termini, between 
which there is a highway shorter than the authorized route. 


42, What is the Commission’s “werd with respect to granting 
shorter-route applications? Illustrate with typical examples? 


The Commission’s policy with respect to granting shorter route 
applications (commonly referred to as ‘‘alternate routes’’) is, freely 
to grant such applications wherever the circuity is such that the carrier 
isin fact a competitive carrier between the points, but to deny appli- 
tations where the circuity is so great that the carrier is, in fact, not 
in the business of transporting between the points, unless a need for 
its service over the short route is shown. In the latter situation, the 
granting of the application would constitute allowing the carrier to 
enter an entirely new field. This it may do, provided it shows that such 
additional service is required by public convenience and necessity, but 
the Commission has not granted alternate routes in such instances merely 
pon a comparison of operating expense over the two routes. In this 
connection, most of these alternate route applications arise from circuit- 
wus combinations of routes, rather than from the circuity of a single 
authorized route. As an example, a carrier having a route between 
Cincinnati and St. Louis may acquire a route between St. Louis and 
Chieago and then apply for an alternate route over the shortest highway 
between Cincinnati and Chicago. To this extent questions 41 and 42, 
lating to alternate routes, have considerable in common with question 
# concerning the use of common ‘‘gateways.’’ 
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Many decisions of the Commission illustrate the application of thes 
principles. There was considerable discussion of alternate routes jp 
Dixie Ohio Express Co., 30 M. C. C. 291, which involved an application 
for an alternate route to avoid traveling through Kentucky which had , 
maximum weight law which made the carriers operation more expensive 
In granting the alternate route the Commission stated: 


In our opinion, public convenience and necessity, in a proper case 
may be found in operating economies and those things which cop. 
tribute to expedition, safety, and efficiency in operation, al] of 
which, though they benefit first the carrier, indirectly contribute 
to public safety and more reliable, more expeditious, and cheaper 
transportation. Given a proper showing of these things, a finding 
of public convenience and necessity is justified. 


In Motor Express Inc., 29 M. C. C. 56, by a combination of routes, the 
applicant was transporting between Texarkana and Shreveport, the 
distance over these routes being 125 miles. In authorizing the carrier to 
operate over the direct route, a distance of 74 miles, Division 5 stated: 


As to the adequacy of protestants’ service and equipment, it is our 
opinion that, inasmuch as no new service is involved, such fact 
has no probative value. It is clear that applicant will be able to 
operate more efficiently and more economically, with ultimate in. 
direct benefit to the public. 


In Hall, Extension of Operations, 44 M. C. C. 104, the applicant sought 
authority to use a new route between Memphis, Tenn., and Alexandria, 
La., at a saving of 106 miles. In denying the application, the Commis. 
sion stated : 


To justify this operation (alternate route), applicant relies solely 
on evidence of operating economies and efficiencies. Such evidence 
has been found sufficient justification for a finding of public con- 
venience and necessity, in a proper case. See Dixie Ohio Exp. Co. 
Extension of Operations—Bristol, 30 M. C. C. 291. It is not 
sufficient in the instant case because the proposed operation is 
tantamount to a new service. Applicant’s estimated savings in 
expenses are predicated on the basis of one round trip a day 
between Memphis and Alexandria by way of the proposed route, 
but there is no evidence that sufficient traffic is available to warrant 
a daily service, particularly on return trips from Alexandria to 
Memphis. Aside from this defect in the evidence of operating 
economies, applicant has failed to establish a public need for im- 
proved service between these points or the inability of existing 
carriers to meet such a need over their direct routes. Although these 
carriers furnish joint-line service whereas applicant would render 
single line service, his advantage in this respect has not been shown 
to be of material importance to any prospective shippers. In our 
opinion, the proposed operation really involves the institution of 
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a new service and hence, requires full proof of public convenience 
and necessity and not merely a showing of operating economies and 
efficiencies. 


43, Does the Commission still follow the “gateway” restriction in 
authorizing routes? Why or why not? 


Where a common carrier is granted authority to transport between 
A and B and at the same time or subsequently acquires authority to 
transport between B and C, the Commission has interpreted the grants 
permitting the carrier to transport between A and C, provided the 
transportation is through B. It is assumed that the question relates 
to the necessity for the carrier traveling through B in transporting 
between A and C even though there may be a shorter highway between 
A and C. 

This interpretation literally follows the operating authorities, but 
it also is a very practical matter if the plan of licensing according to 
routes, points and territories, as provided in the Act, is to be followed. 
As an example, a carrier may be authorized to transport between 
Chicago and New York City and, at the same time or subsequently, it 
acquires authority to transport between Chicago and Philadelphia. 
According to the above interpretation the carrier, in theory, at least, 
may transport between Philadelphia and New York City, provided the 
gods are transported, in accordance with its operating authority, 
through Chicago. Of course, no carrier would undertake such trans- 
portation in competition with carriers operating over the direct routes, 
nor would any shipper select such route. That is the result that was 
intended when the certificates were granted. There was no intention 
to authorize transportation between New York and Philadelphia. If 
carriers were not required to travel through the ‘‘gateway’’ in such 
instances and operating authorities continue to be issued upon proof of 
public convenience and necessity, it would be necessary to add to the 
certificates many exceptions as to what services were not authorized. 

Where a carrier has diverging routes in the form of a ‘‘V,’’ the 
distance between points on the two routes near the Apex through the 
junction, may not be unduly circuitous and may even be the shortest 
highway distance between the points. At points further and further 
removed from the junction and as cross highways appear, the route 
through the junction becomes more and more circuitous. At some 
point transportation through the junction will become uneconomical. 
Where this occurs will depend upon the rate at which the routes diverge, 
the other available highways and other factors. Commodities for which 
ahigh rate is charged may be transported over routes with a higher 
percentage of circuity than may commodities yielding a low revenue. 
The Commission, therefore has not undertaken any arbitrary rule with 
respect to the percentage of circuity over which shipments may be 
handled, but leaves that to the business judgment of the carrier and 
ts customers. As pointed out in answer to questions 41 and 42, the 
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Commission always is ready, in an appropriate case, to authorize 
tion over an alternate route in order to promote economy and efficiene 
or upon proof of convenience and necessity. Also, as pointed ont jn 
answer to question 41, the Commission has issued regulations Which 
permit use of shorter routes within certain limits without obtaini 
authority to use an alternate route. That regulation is equally applic. 
able where the ‘‘gateway’’ interpretation is involved. <A copy of that 
order is attached. 


44. What are the Commission’s regulations with respect to trip 
leasing of trucks by one carrier to another? 


There is attached copies of a release of February 16, 1955 and an 
order of May 31, 1955 which contain the present leasing regulations 
prescribed in Ex Parte MC-43, Lease and Interchange of Vehicles by 
Motor Carriers, 52 M. C. C. 675, affirmed, American Trucking Assn, 
U. 8S. 101 F. Supp. 710, 344 U. S. 298. A further report and order 
in this matter were issued on October 6, 1955 but the effectiveness of 
the proposals contained in this order were postponed to March 1, 1956 
by a further order of November 15, 1955. Copies of the last mentioned 
orders and a press release of November 16, 1955 are also attached. 


45. What is the extent of trip leasing and the vehicle-miles in- 
volved? How many empty vehicle-miles annually are avoided 
through leasing arrangements? 


The first requisite in considering trip leasing is to note the extent 
of all leasing in relation to total operations. In 1953, vehicle-miles and 
power units of 2,027 intercity common and contract class I motor car. 
riers were divided as shown below (from table 1, Statistics of Class 1 
Motor Carriers, 1953). Trip leasing is included in the third group. 


Vehicle-miles operated in Vehicle-miles 
intercity revenue service Number Percent 
(loaded and empty) of total 
Owned vehicles 3,637,209,541 53.47 
Vehicles rented without drivers 1,678,945,345 24.68 
Vehicles rented with drivers 1,358,717,520 19.98 
Driveaway 127,285,745 1,87 
Total 6,882,158,151 100.00 


Average number of trucks 
and tractors in intercity 
revenue service 


Owned power units22 72,729 59.33 
Rented power units without drivers— 
In operation 25,734 20.99 
Rented power units with drivers— 
In operation 24,129 19.68 
Total 122,592 100.00 


22 Includes 65,088 in operation, 3,508 undergoing repairs, and 4,133 stand-by. 
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Before issuing the leasing orders, the Commission made a compre- 
hensive study of the leasing practices of 19,001 authorized motor carriers 
of property in 1947. Extensive hearings were held, at which data col- 
lected were placed in evidence. These data were presented by regions: 
Region A included the New England States, New York, New Jersey, 
Pennsylvania, Delaware, Maryland, and the District of Columbia; B in- 
eluded Virginia, North and South Carolina, Georgia, Florida, Alabama, 
Kentucky, Tennessee, Mississippi, Louisiana, Arkansas, Oklahoma, and 
Texas; C included West Virginia, Ohio, Indiana, Michigan, Illinois, and 
Wisconsin; D included Minnesota, Iowa, Missouri, Kansas, Nebraska, 
and North and South Dakota and E included Montana, Wyoming, Colo- 
rado, New Mexico, Arizona, Nevada, Utah, Idaho, Washington, Oregon, 
and California. However, of the 19,001- carriers, not all practiced leas- 
ing, and to some the practice was unimportant. Data on the number of 
agreements, by type, of those carriers which considered leasing important 
are shown in the following table : 

As the number of trips in the ‘‘long term’’ group and mileages for 
any division are not known, the relative importance of each type of 
leasing in 1947 is not definitely ascertainable. 

The second attached table gives the distribution, from the same ex- 
hibit, of leasing agreements by class of intercity carrier. For definitions 
of class I, II, and III carriers in 1947, see answer to question 22. 

No statistics as to empty-vehicle-miles annually avoided through 
leasing arrangements are available. 
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46. How often has the Commission exercised its power | 
maximum rates? Cite examples. Me fi regula 


47. How often has the Commission exercised its power MeLed 
minimum rates? Cite examples. the ax 


We do not maintain records of the instances in which maximyy 
rates or minimum rates are prescribed. Many proceedings of any geo 


include both. During the year November 1, 1954 to October 31, 1955 49, | 
the Commission acted upon requests for the suspension of motor carrier F 
rates in 3,062 instances. An analysis of these complaints is given beloy: r 
Advances 91 
Reductions 2,817 ( 

Advances & Reductions Se 128 
No change 26 In 
motor 
Total 3,062 matter 


During this same year the Commission suspended proposed changes ip § * *° 1 
motor carrier rates and instituted investigations in 1,350 of these ip. § mm 
stances. During the same year the Commission instituted on its ow § ™eSt 
motion investigations into rate matters, without suspensions, in 9% #temp 
instances. During this same period 91 complaints regarding rates of § ™™2 


motor carriers were filed by private persons. TI 
Examples of the prescription of rates are: mentio 
MC-C 1003, Class and Commodity Rates, New York and Philadelphia, 
51 M. C. C. 289, 53 M. C. C. 375, minimum rates. 50. \ 


Ex Parte MC No. 22, New England Motor Carrier Rates, 49 M. ©. ¢. : 
196, 49 M. C. C. 81, and prior reports cited therein, Maximum rates t 


48. As a matter of og should administrative authority to grant —T! 
exemptions from the antitrust laws be confined to thow#i 
instances where the regulatory need is clear? purpos 


Section 5 of the Interstate Commerce Act relating to pooling arf. i 
rangements between carriers and to mergers, unifications and the a 
quisition of control over two or more carriers contains in paragraph (11) 
thereof a clause that the parties are relieved from the operation of the 
anti-trust laws, insofar as may be necessary to enable them to carry into 
effect the transaction so approved or provided for in accordance with 
the terms and conditions, if any, imposed by the Commission. Section 
5a, in paragraph (9) thereof, provides that parties are relieved from 
the operation of the antitrust laws with respect to traffic arrangements 
approved by the Commission under this section. We think the need 
for these provisions is clear. To the extent that a subject matter 8g (3 
covered in a regulatory statute such as the Interstate Commerce At, 
the antitrust laws should not apply. Otherwise, the parties may k 
subject to conflicting demands or the regulatory statute may be rendered 
ineffective. The public interest should be adequately protected by the 
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tory process. The effect to be given to the antitrust laws in ad- 
ministring the Interstate Commerce Act was discussed at length in 
McLean Trucking Co. v. U. 8., 321 U. S. 67. Except to the extent that 
the antitrust laws may impede or be in conflict with the regulatory 
statute, we see no reason why they should not apply to carriers. 


49. Should the motor carrier industry be completely de-regulated 
in the matter of routes, rates, commodities? Should there 
be some modified de-regulation of the industry? What are 
the arguments for and against this suggestion? What is the 
Commission’s position with regard to this proposal? 


In answer to the first question, our opinion is definitely that the 
motor carrier industry should not be completely de-regulated in the 
matter of routes, rates, or commodities. We may add that regulation 
as to rates, without the licensing provisions with respect to routes and 
commodities, in our opinion, would be impracticable. The pressure of 
unrestricted competition, we think, inevitably would break down the 
attempted regulation of rates. See also the answer to question 12, con- 
cerning the question of free entry into the trucking business. 

The other questions are involved in the consideration of 8. 1920, 
mentioned in answer to question 50, which see. 
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50. What is the Commission’s position with respect to the motor 
carrier proposals made by the Cabinet Committee on Transpor- 
tation Policy? If the railroad proposals of the Cabinet Com- 
mittee were to be adopted, what does the Commission believe 
would be the impact on the motor carrier industry? 


The Commission has under consideration S. 1920, a bill in which is 
incorporated the recommendations of the Cabinet Committee, for the 
purpose of submitting comments to the Senate Committee on Interstate 
and Foreign Commerce. When this report is released, a copy will be 
furnished to your committee. 
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51, Please supply us with a copy of the Commission’s safety 
regulations. 


... Mention may be made that Title 49, code of Federal Regulations, 
Parts 71-78 and 197, are regulations governing the packing and handling 
of explosives and other dangerous articles prescribed under 18 W. S. C. 
for application to motor common carriers and under Section 204(a) (2) 
ad (3) for applications to contract and private motor carriers. 


Copies of the Commission’s views on S. 1920 have been mailed to all members 
of the Practitioners Association. 
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